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A SHORT, QUICK, SOUND ROUTE TO 
Among the dozens PROFITABLE LOANING 


of Commodities 


Field Warehoused 
Thousands of banks have found Field Warehous- 


ing the practical method whereby needed capital 
products, Coal, Lumber, Furni- can be supplied to satisfied customers at a favor- 
ture, Hides, Malt, Molasses, able rate of interest, with ample protection pro- 


Petroleum products, Rice, Cloth- vided by the issuance of warehouse receipts on 
ing, Seeds, Syrup, Steel products, active inventory 
Sugar, Sulphur, Staves, Stoves, 3 


Wool, Woolen Goods, Wines, Whis- Numerous banks are aggressively ‘‘going after’’ 
kies, Zinc Slabs and many others. collateral loans based on Warehouse Receipts. 
Brings the Warehouse to Many have established departments in charge of 
the Inventory trained men who negotiate profitable, well-pro- 
em 5 tected loans for the bank with a minimum of 
executive supervision necessary. 
The chairman of one of the largest banks in the country 
recently made this statement: ‘‘By the use of Field Warehous- 
ing Receipts and by loaning on the security of assigned ac- 
counts, I believe that banks could make many short-term 
loans to industry, which they are not now making, with safety 
and profit to themselves.”’ 
What information can we supply— 
what questions can we answer—to give 
you a better picture of what Field 
Warehousing by Douglas-Guardian 
could mean to your bank—as a devel- 
oper of new or larger loans of a hi yhly 
desirable nature—business that would 
represent satisfactory borrowing by 
your customer and profitable loaning 
for your bank. 
Through our 13 service offices, we 
render a nation-wide service, offering 
every facility for the legal and accu- 
rate transaction of any type of Field 
Warehousing under competent and 
GLAD TO MAIL YOU A experienced management. 


COPY OF THIS FREE BOQK 


Dougles-Guerdien Warehouse B 


Please send us your book, Financing the Modem Way. 


Collateral Warehoused on Premises 


“Financing the Modern Way” is a concise but 
comprehensive presentation of Warehousing that 
brings the warehouse to the merchandise .. . 
points out the important difference between 
legitimate Field Warehousing and subsidiary ware- 
housing. A mighty interesting and valuable book 
for your desk. Gladly mailed without cost or 
obligation. Also we’llsend tables of statistics show- 
ing how the laws of most states permit higher loan 
values on Field Warehoused merchandise. Address 
100 W. Monroe St., Chicago, or nearest office. 


Company Name 


Address____ 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-Wide Warehousing Service 
NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N, Y. EASTON, MD. 
118 N. Front St. 100 W. Monroe St. 100 Broad Street 401 Tower Petro. Bidg. 1223 Commerce Bldg. 428 South St. 


SPRINGFIELD, MO. SAN FRANCISCO, CAL. MADISON, WIS. TAMPA, FLA. CLEVELAND, OHIO LOS ANGELES, CAL. MEMPHIS, TENN, 
215 Holland Bldg. 485 California St. 155 E. Wilson St. 416 Tampa St. Leader Bldg. Garfield Bldg. 106 Porter Bldg. 
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The Condition of BUS 


INERTIA. Public education through aggressive advertising 
and selling is the best weapon that business has to combat the 
prevailing inertia. It is the only means lying completely 
within the control of business which can be used to counter- 
act the side of the depression that is purely psychological. 
One hopeful sign at present is the amount of time and effort 
being given to selling American Business as well as selling 
goods. 

Costs AND Prices. Genuine and lasting economic recov- 
ery, however, is waiting on something more important than a 
return of confidence or a change in psychology. Much of the 
stagnation that now afflicts business is a result of the lack of 
adjustment between a lower price level on one hand and the 
unyielding wage and tax level on the other. Both retail and 
wholesale prices have dropped sharply from last year’s peak 
while wages, taxes and other cost factors have continued to 
occupy the high plateau of more prosperous times. 

Industry is between the devil and the deep sea and the 
problem is more than a mental hazard. 

GENERAL OuTLOOK. In more ways than one the trend of 
prices is a key to the future course of business. In any gather- 
ing today, when two or more persons get together and dis- 
cuss business, the comment is repeated with monotonous 
frequency that buyers and producers are operating on a 
hand-to-mouth basis. Manufacturers can sell only in small 
quantities and buyers are unable to purchase goods in large 
quantities, even if they wanted to, because most manufac- 
turers would not be able to supply them. One of the chief 
reasons for this condition is a natural tendency to wait for 
lower prices as long as the direction is downward. 

When a change in price trend occurs and it is demon- 
strated definitely that prices have been stabilized or have 
started up, the reluctance of buyers will quickly disappear. 

Cross SECTION INDEX. Sixty-one per cent of the business 
executives cooperating in the compilation of our cross section 
index report a persistent downward trend. Twenty-eight per 
cent say that the enterprises with which they are familiar are 
holding their own, and only 11 per cent appear to be enjoying 
an upward trend. A notable fact about these reports is that 
the first 100 received in any poll tell precisely the same story 
as the next 500, 600 or 1,000. The persons whose opinions are 
recorded in every instance are men closely in touch with 
business conditions in their communities. 

Crepit FOR INDUSTRY. Among a few favorable indicators 
which can be discerned in the current picture is the progress 
that is being made toward solving the problem of credit for 
small and medium sized industries. For some time there has 
been a distinct hesitancy on the part of sound, conservative 
borrowers about going into debt. Labor conditions, tax 
burdens, bureaucratic meddling and general political un- 
friendliness toward private enterprise have made new com- 
mitments hazardous. Moreover, banks have been under defi- 
nite restrictions through regulations and examining policies 
as to the types of loans permissible and have been prevented 
by the same supervisory policies from purchasing securities 
of small concerns, even those of unquestioned soundness. 

The problem is being attacked from many angles. Banks 
themselves, through serial loans amortized over a period of 
years, have been doing an important pioneering job and are 
finding new ways to serve those industries which, for one 
reason or another, do not have ready access to the capital 
markets. At the same time, discussions at Washington have 
indicated considerable headway among authorities as to 
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methods by which the flow of credit banks t@ji Qustry 
can be stimulated. There appears dispohton in 
official quarters to remove of lower whatever hurdles have 
stood in the way of putting fds! jdt himso| 
to convince borrowers that ons are favorable 

pansion and the development érprises, which will 
be quite a task. 

LEGISLATIVE REsPITE. Business knows where it stands for 
the next six months or more as far as Federal legislation is 
concerned although Congress did practically nothing to re- 
move the chief cause of anxiety, namely, Governmental 
competition and interference. Also the failure to provide any 
real help for the railways has left a bad impression. The wage 
and hours act will have only a negligible effect for the time 
being, although eventually it can be expected to increase the 
cost of manufactured goods to consumers. 

The condition of the railways is admittedly precarious. 
The exact degree of benefit that the roads would have ob- 
tained from R.F.C. loans to meet the emergency is question- 
able, although the money might have postponed several 
bankruptcies. On the other hand, additional borrowing of 
this sort would have added to the indebtedness of the roads, 
in most cases without providing any means of repayment. 

SPENDING AND INFLATION. The $12,000,000,000 appropri- 
ated by Congress is too much money to spend, even if the 
country had it, and constitutes the latest in a long series of 
danger signals. The most that anyone expects from increas- 


. ing the national deficit under present conditions is a false 


paradise of temporary prosperity. All agencies of the Gov- 
ernment concerned in the inflationary program are preparing 
for action and the whole plan is expected to be in high gear 
by September. The effects can hardly be felt before late 
Autumn. 

More ON THE FAVORABLE SIDE. In the near view of the 
situation there are a few favorable factors which ought to 
inspire confidence. The grain crops promise to establish a 
new record, while the relatively short crops in prospect 
abroad assure fairly good prices and a larger income to 
American farmers. 

Stocks of merchandise are low and some manufacturers, in 
the automobile field particularly, report that more of their 
products are being sold than produced. Stocks of raw ma- 
terial have been depleted and replenishment has not kept 
pace with consumption. Renewed buying in almost all lines 
would seem inevitable and its failure to materialize is only 
one more proof of the uncertainty and perplexity on the part 
of business men in general. 

STEEL. For the present, activity in steel seems to be fairly 
stabilized below one-third of capacity. Most of the mill 
operators are resigned to the fact that an improved demand 
will not show itself until well into the Autumn. 

Public works continue to furnish the chief market for con- 
structural and reinforcing materials. In fact, the chief and 
immediate prospect for improvement lies in the demand on 
the part of Government projects and the construction pro- 
grams of a few large corporations. 

AuTtomosiLes. The outlook in the automobile field is very 
uncertain. The steel industry is not expecting a:iy increase in 
demand from the automobile manufacturers before Fall and 
even then any rise will be small. Officials of the industry, 
particularly General Motors, have publicly stated that they 
expect a poor season and see no signs in the immediate 
future to justify optimism. R. 
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This advertisement is 
typical in character of 
a series sponsored by 
Investors Syndicate 
and now appearing in 
national magazines. 


To the man who doesn’t want to work forever 


ost OF us hope to someday win a long 
reprieve from labor. Yet to hope may seem 
as futile as shooting at the midday sun. 

But it need not be. For the prospect of re- 
tiring—the prospect of attaining financial free- 
dom—is not a bright impossibility. It lies within 
the grasp of almost every one of us. 

Yes, any man blessed with the ability to earn 
even a modest income—and ten or fifteen years of 
earning power left—can make a financial success 
of his life. An Investors Syndicate representa- 
tive can prove this to you. 

There is no magic about it—except the magic 
wrought by time and your own persistence. You 
merely set aside moderate sums—and do this 
regularly. Ask an Investors Syndicate representa- 
tive to tell you about the Living Protection plan. 


By means of this plan, you can accumulate 
$5,000, $10,000, $25,000, or more. By means of 
it, thousands have built funds available for col- 
lege educations, establishment of a business, or 
comfortable retirement. 


Here is a sane way to success, sponsored by 
an institution which enjoys the endorsement of 
authorities in sound finance. An institution so 
soundly managed that it has met every obliga- 
tion on time, when due, since its establishment 
nearly half a century ago. 


Ask an Investors Syndicate representative to 
see you. Have him talk with you. Let him explain 
the Living Protection plan. And forthe sake of your 
future, write Investors Syndicate, Dept. B-87, 
Minneapolis, Minn., for a copy of a booklet you 
will be glad that you read—A New Plan of Life. 


Investors Syndicate agency offices 

in 200 leading cities, including: 
New Yorkt 
Chicago + Atlanta 


INVESTORS § SYNDICATE 


Living s road 
to financial 


+ Boston - Philadelphia - 


Cleveland 
St. Louis 
Kansas City - Denver - 


Spokane - Los Angeles 


Toronto* - Montreal* Vancouver* 


Home Office: Minneapolis, Minn. 
tOffice Investors Syndicate Title and Guaranty Co. 
* Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 
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WORDS and MUSIC 


‘Back of Banks and Business’’ 


HREE years ago, when this film was first considered by 
Tine Federal Reserve Bank of Minneapolis, banking in 

film form was an unknown quantity. Professional pro- 
ducers eyed the test hopefully, byt with suspicions that the 
visual appeal of banking lacked many of the elements of a 
good industrial film; and that Federal Reserve banking, in 
the first place, was far beyond the comprehension of the 
average audience. These same producers doubted that such 
a film would receive wide theatrical distribution. These and 
other limitations were deceiving, for the experience with this 
film definitely proves banking a good camera subject, and its 
successful run proves that the public is interested. 

Originally the film was planned as a 10-minute silent short 
to be used during high school student tours of the bank, 
but as its scope broadened it was developed to feature length 
with sound. 

“Quite to our surprise,” says Oliver S. Powell, first vice- 
president of the bank, who was largely responsible for the 
production, “we found that the film company put strong 
pressure on us to keep the finished footage down. The film 
company shot about four times the number of feet finally 
used, but in spite of the fact that costs were based on footage 
accepted, they continually urged us to cut various scenes 
shorter and eliminate others which had no screen value.” 

With preliminaries complete, the next job, says Mr. Powell, 
was to arrange topics in sequence and decide upon a central 
theme to carry through the entire script. Realizing that peo- 
ple like to know what happens behind the scenes, what 
makes the wheels go round, and sensing in this a real oppor- 
tunity for education, the bank decided to visualize the unseen 
part played by the Reserve bank in everyday business life. 

To lighten what otherwise might be a heavy fare for the 
average audience, such scenes as these were injected: in- 
spection of the guard force; opening the vault door; currency 
being mutilated; and here and there a little humor. Where 
ideas could not be properly portrayed by scenes in the bank, 
moving charts, maps and diagrams were employed. Off-stage 
voice was substituted in two places for short skits. 

The entire script was carefully written with consideration 
of the wide variance of potential audience from grade school 
students to banking groups. Text was revised to eliminate 
all technical terms and to leave as little as possible of the 
mechanical operation of the bank to the imagination. Very 
few abstract ideas were incorporated, and such matters as 
policies were conveyed more by inference than by explana- 
tion or exposition. 

At the semi-final stage the film was tested before a group 
of high school students who were later asked to comment on 
the parts which interested them most and to list the bank 
operations as they remembered them. Numerous changes 
were made as a result of the test before the film was released. 
During the first year of showing, other similar tests were 
made on high school and college groups and criticisms were 
invited from other sources. More changes were made before 
the second year run. 

“One thing we discovered,”’ Mr. Powell admits, “was that 
dissertations by the narrator which are not closely linked 


with the pictures being shown on the screen have absolutely 
no value. It is better to allow the narrator to pause and say 
nothing in such instances.” 

Since showings are limited to the Ninth Federal Reserve 
District, the merchandising program has been confined to 
the original handbill and reprints of two news stories. Re- 
leases are made to banks in the District upon request. Usu- 
ally the local bank arranges for the showing in the neighbor- 
hood theater and in most cases local banks have done an 
excellent job of drumming up local interest through publicity 
and their own advertising methods. A 35-mm. print is ex- 
pressed prepaid for theatrical showings and in the case of 
small groups, such as schools and luncheon clubs, the reserve 
bank sends without cost its own operator with one of its 
four portable outfits. A reserve staff of senior clerks well 
coached to answer any question on banking have been trained 
as operators. 

Up to this date the film has reached an approximate audi- 
ence of 349,754. The average audience per showing during 
the first year was 20. Attendance at individual showings has 
run as high as 1,700. 

Incidentally, members of the Wisconsin Bankers Associa- 
tion have, by special agreement with the Federal Reserve 
Bank of Chicago, shown the film to over 100,000 people. 
The film has become a definite part of the association’s 
public relations program. 


The Week’s Business 


EPORTING on The Week’s Business, news-casting pro- 
gram of the Central National Bank & Trust Company, 
Des Moines, Iowa, Frank H. Varden, vice-president says: 
“Our program was born out of the belief that people are 
more vitally interested in what is going on in the business 
world today than perhaps at any other time in the history of 
the country.” 

The series was inaugurated on Saturday, February 26, 
and is broadcast for a 15-minute period every Saturday 
evening at 6:45 over station WHO, 50,000 watts, one of the 
most powerful stations in the Middlewest. Contract calls 
for approximately $170 per broadcast, which covers the 
entire expense. 


INTERPRETATION IS THE PURPOSE 


THE primary purpose and function of the program is to 
meet the public demand for a true and unbiased interpreta- 
tion of the meaning and significance of facts in the news. 

Preparation, production and broadcasting are left entirely 
in the hands of the station’s news staff. The management, 
finding the program of such great interest, has hired a special 
full-time man to gather and prepare material. 

H. R. Gross, widely known news commentator, who has 
built up a large following for his daily broadcasts, edits the 
program for the bank. 

“While it is our endeavor to give a full and well rounded 
report on all business activity throughout the nation and the 
world,” says Mr. Varden, “we try to carry as much Iowa 
business news as possible. 

(CONTINUED ON PAGE 5) 
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PERCENTAGE OF TOTAL ASSETS IN INVESTMENTS BLYSEERY:) 


50% 


407 


507 


207 


1933 1935 1937 1939 


Tue INCREASED IMPORTANCE 
OF YOUR BANK’S BOND ACCOUNT..... 


With the investment portfolio representing nearly 40% of total assets and holding 
a larger percentage of earning-assets than the note case, bonds continue to be an 
important source of revenue for most banks. Never has the need for efficient 
management of your bank’s bond investments been so acute. 


Facing the uncertainties of today’s bond markets, Moody’s Bank Supervisory 
Service offers no quick panacea for your dual problem of conservation and 
increased income. Moody’s does offer the most practical help your bank can employ 
in the present situation—continuous supervision of your investments by a mature 
staff of securities specialists working constantly to improve the yield and quality 
of your list. 


Having the time, the facilities and the experience necessary to interpret each 
day’s financial, economic and political happenings in terms of their effect on bond 
values, such an organization will normally achieve more efficient investment of 
funds than an individual working alone. 


At your request we will be glad to examine your bank’s present portfolio and 
investment policy and to discuss with you the application of Moody’s Bank Super- 
visory Service to your bank’s investments. Your inquiry will be held in confidence 
and will involve no obligation whatever. 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 105 West Adams Street, Chicago 


BANKING 


more than double the 1922 ratio: 1931 
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“We have found the economics de- 
partment of the University of Iowa and 
the department of agricultural econom- 
ics of the Iowa State College valuable 
and reliable sources of news with par- 
ticular reference to state conditions as 
they pertain both to business and 
agriculture.” 

Occasionally guest editors appear on 
the program. For instance, several 
weeks ago Leslie M. Carl, U. S. Depart- 
ment of Agriculture statistician for 
Jowa, gave a summary of the current 
outlook of state agriculture for the com- 
ing crop season. 

Every effort is made to keep the com- 
mercial copy timely. As an example, on 
the Saturday of National Insurance 
Week, and the Saturday preceding, the 
commercial was devoted to trust depart- 
ment service and its function in plan- 
ning and managing a life insurance 
estate. 


TRUTH IS TOLD 


AS proof that no attempt is made to 
color the news—that the news is re- 
ported exactly as it is found—Mr. 
Varden quotes an editorial from an 
Iowa weekly newspaper, which is any- 
thing but commendatory: 

“If the Central National Bank in 
Des Moines, who have employed H. R. 
Gross to give a 15-minute review of the 
news one night each week, are providing 
this program in the public interest they 
are not getting what they are paying 
for. The review sounds very much as if 
we are having bad times and that pros- 
pects are that they will get worse. 

“If we should be having bad times 
here in Iowa—which we are not—why 
emphasize it by repeated broadcasts? 
Anyone who heard the Gross chatter 
last Saturday night, who didn’t know 
better, would think that we are going to 
do 1932 and ’33 over again. It would 
seem that a bank would be the last in- 
stitution to undermine public confi- 
dence and that they would quit paying 
to have it done through the spread of 
damaging propaganda over the radio.” 

HOW IT’S ADVERTISED 
THE WEERK’S BUSINESS is publi- 
cized through small advertisements on 
the radio pages of the local newspapers. 
Attractive stickers are also attached to 
Statements and correspondence mailed 
to the bank’s customers. 

Concluding, Mr. Varden states: “ While 
it is difficult to check actual and defi- 
nite results, it is our belief that this pro- 
gram is placing our bank in a favorable 


light before the people of Des Moines | 
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Insurance 1s 
Dollar Protection 
—buy it wisely 


OUR insurance policy means exactly 
what it says. It is dollar protection, care- 
fully specified in advance. 


Insurance coverage today is as complex as 
modern business itself. It must be. There- 
fore — let an experienced agent buy it for 
you. Full coverage, true economy, no waste 
of premiums. And when a loss occurs, he 


is your representative. 


Insurance that minimizes the agent's func- 
tion may lessen your protection, your 
service. Insurance is dollar protection. 


There are no cut-rate dollars for sale. 


Let an experienced agent take a look at 
your business from an insurance point of 
view. Like a check-up by your family 
doctor, it can do no harm — may save your 


business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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THE FASTEST 

PRESENTATION OF 

NEW YORK STATE 
ITEMS 


HE Marine’s night transit service gives you the 
fastest presentation of cash items throughout 
New York State. 
Such rapid service is possible because of the strategic 
location of this bank in, the nation’s greatest market, 
and because of the Marine’s correspondent connections 
throughout the State. 
It will pay you to point out to your customers how 
this service can minimize the risk on return items and 
how its other advantages can benefit them. 
Write for more information, and a copy of our latest 


night transit schedule. 


MARINE TRUST 


COMPANY OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCI CORPORATION 


and Iowa. We very modestly feel that 
we are rendering a definite and worth- 
while service to the people by providing 
uncolored, unbiased reports on business 
conditions and trends as they actually 
exist.” 


Amateur Photography 


NE cannot dismiss the film medium 
in one breath with the assertion 
that it is far too costly for the average 
bank. Costs may be high or low ranging 
upwards of many thousands of dollars. 
That depends upon the length, type 
and scope of the film planned. And this 
in turn is relative to the job set for the 
film. But there is one branch of film 
use well within the reach of every insti- 
tution—amateur photography. 

There are few banks in the country 
which do not boast of at least one cam- 
era enthusiast—he may be the lowest 
clerk or a senior executive. Given a free 
hand and a little encouragement, the 
amateur may produce a film that will 
rival in Some respects the most ad- 
vanced technical photography. (See 
“Thirty Thousand a Day,” p. 38.) 

Take for instance the experience and 
program of the Farmers and Merchants 
Bank of Milligan, Nebraska. Cashier 
J. J. Klima has a 16-mm. camera and 
projector and puts both to good use in 
his spare time. 

“Throughout the year,” reports Mr. 


| Klima, “I take motion pictures of in- 


terest in the community and go out 
to farms of our customers and take 


| pictures of the family. Each year, I aim 


to accumulate four or five hundred feet 


| of film. 


“Last year, being the first year of 
this activity, I took 800 feet of film and 
showed it in the community auditorium 
during the Christmas season. At this 


event there wasn’t even standing room, 
|in spite of the auditorium’s seating 


capacity of 800. The community club 
cooperated with me and took care of 
some of the expense of renting the build- 
ing. This season I expect to hold a 
similar show, using both the old and 
new films.” 

In addition to the annual Christmas 
affair, Mr. Klima’s films have a wide 
circulation among business clubs and 


| other organizations. To fill in the show, 


Mr. Klima contacts large producers 
for a loan of industrial and commercial 
films of general interest. The expense 
of this is usually no more than express 
both ways. Through these contacts Mr. 
Klima has access to all types of films 
and frequently obtains a film on na- 


| tionally advertised products which has 


a direct benefit for one or more local 
merchants. 


BANKING 
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“Unforeseen events... 
nov 


x Often change and shape the course of man’s affairs” 


net 


ON TAKING CARE OF TOMORROW TODAY 


Important in the scheme of things are the men who take 
care of tomorrow. Consider, for example, the Maryland 
agent ... 10,000 of him. His aim is to protect American 
institutions .. . business, industry, the home .. . against 
loss from unforeseen events. 

He numbers among his clients many of the world’s 
largest corporations. But he is just as interested in writing 
a fidelity bond for the corner druggist or a modest burglary 
policy protecting Fred Smith in case robbers break into 
his home and steal the family silver. 

Your Maryland agent is a well-qualified member of the 


insurance profession...can acquaint you with the details of 
some sixty lines of casualty insurance and surety bonds. He 
probably lives in your neighborhood, plays ball with the 
children when he comes from the office, and takes his wife 
to the movies after dinner. 

In this 40th anniversary year of The Maryland he is 
doing a fine job... for his clients and for himself. His 
planning and service have enabled you to take advantage 
of the protection offered by The Maryland against every- 
day hazards. For you, in simple truth, he takes care of 
tomorrow today. 


MAR 
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“We made no mistake when we 


purchased Nationals 


Mr. Thos. E. Prescott, Executive Vice- 
President of the Bank of Passaic and 
Trust Company, Passaic, N. J., writes: 


"We are glad to tell you of the 
results we are getting from our 


National equipment. 

“Both the National Posting Ma- 
chine which we can use on our sav- 
ings and loan accounts, and also the 
National Machine which we use on 
our commercial accounts are giving 


us the results we expected of them. 
“We can candidly say that we 
made no mistake when we pur- 
chased Nationals.” 
Here is another expression of 


complete satisfaction with National 
equipment. The local National rep- 
resentative will be glad to give you 
a demonstration. Get in touch with 
him today. 


DAYTON, 


Cash Registers 
Posting Machines 


Postage Meter Machines 


The National Win- 
dow Posting Machine 
permits speedy, ac- 
curate service at the 
window—with com- 
plete protection and 
control over every 
transaction, More— 
the depositor is 
pleased with the 
neat and legible rec- 
ord in his pass-book. 


Typewriting-Bookkeeping Machines 
Check-Writing and Signing Machines . 
° Accounting Machine Desks 


The visibility, speed, 

ease of operation 
and flexibility of the 
National Typewrit- 
ing - Bookkeeping 
Machine make it 
adaptable to many 
banking uses. Here 
this versatile ma- 
chine is being used 
for posting com- 
mercial accounts. 


Bank-Bookkeeping Machines 
Analysis Machines 
Correct Posture Chairs 
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JUST A 


Interest Rate Ceiling 


To the Editor: 

The safety of bank deposits is, to a 
measure, protected by credit controls fix- 
ing the rediscount rates and reserve re- 
quirements of member banks of the 
Federal Reserve System. Is it not next in 
importance to provide for the safety of 
bank deposits by regulating the maximum 
amount of interest that can be paid on 
time deposits by fixing a maximum rate 
that reflects the yield obtainable on short 
term Government and other high grade 
securities? Is it sound business now for 
banks to pay 2 per cent on time and sav- 
ings deposits when a bank, practically 
speaking, obtains no yield whatsoever on 
Government securities of less than two 
years’ maturity and when a bank has to 
invest its depositors’ money for five years 
to obtain as much as 1 per cent? The most 
conservative alternative is the investment 
of depositors’ funds in long term Govern- 
ment and other high grade long term 
securities. The triumph of present infla- 
tionary factors, which are almost certain 
to be felt in the long run, must eventually 
result in sharp increases in interest rates 
and drastic declines in high grade bond 
prices. Speculation in secondary and low 
grade short or long term securities is of 
course definitely out of the question. 

HuBERT F. BRENNAN, 
Assistant Cashier 
Brookhaven Bank 

and Trust Company 
Brookhaven, Mississippi 


Mr. Brennan is a member of the bank 
management committee, Mississippi 
Bankers Association, and secretary and 
manager, Group Seven, Regional Clear- 
ing House Association. 


Trust Forum 


To the Editor: 

Recently there was held in Syracuse a 
meeting of 30 trust officers representing 16 
upstate New York banks. The meeting 
was held at the University Club. Follow- 
ing a luncheon a discussion of public rela- 
tions was led by George O. Everett, 
assistant vice-president of the First Citi- 
zens Bank and Trust Company of Utica. 
Following this, Aurie 1. Johnson, assistant 
trust officer of the First Trust & Deposit 
Company of Syracuse conducted a dis- 
cussion on ‘‘Small Trusts—Their Accept- 
ance and Administration”. 

The meetings were in the form of in- 
formal discussion groups patterned after 
those found so satisfactory at the Syracuse 
Convention of the Financial Advertisers 
Association in September 1937. 

The banks represented were: Auburn 
Trust Company, Farmers’ National Bank 
& Trust Company of Rome, First Citizens 
Bank & Trust Company of Utica, First 
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MINUTE 


& Second National Bank & Trust Com- 
pany of Oswego, First Trust & Deposit 


Company of Syracuse. Herkimer County | 
Trust Company of Little Falls, Ilion | 
National Bank & Trust Company, | 
Lincoln National Bank and Trust Com- | 
pany of Syracuse, Manufacturers’ Na- | 


tional Bank of Ilion, Merchants National 


Bank & Trust Company of Syracuse, | 


The National Bank of Auburn, Ogdens- 


burg Trust Company, The Oneida Na- | 


tional Bank & Trust Company of Utica, 


The Oneida Valley National Bank of | 


Oneida, and Syracuse Trust Company. 


These represent the territory compris- | 
ing Group 4 of the New York State | 


Bankers’ Association (Cayuga, Onondaga, 

Oswego, Jefferson, Madison, St. Lawrence, 

Oneida, Lewis and Herkimer Counties). 
It is expected that this meeting will be 


the start of a program which can be very | 
helpful to all banks and trust officers | 
participating, and develop into a real | 
force in the promotion of corporate | 
fiduciary interests in this part of the state. | 
Meetings will be held quarterly at differ- | 
ent locations for the convenience of those | 


attending, and Mr. Johnson, who called 


the first meeting, was made chairman of | 


arrangements for the ensuing year. 
S. F. Joor, JR. 
New Business Department 


First Trust & Deposit Company | 


Syracuse, New York 


Canadian Bank Taxes 


Recently S. G. Dobson, president of | 
the Canadian Bankers Association, | 
when appearing before the Royal Com- | 
mission on Dominion-Provincial Rela- | 
tions, took occasion to point out the | 
heavy and increasing burden of taxation | 


which the banks were called upon to 


bear. Last year the banks paid out | 
practically 30 per cent of their profits in | 
taxes. Provincial taxes alone had in- | 
creased 39 per cent in seven years. | 
Notwithstanding the foregoing, three | 
Provinces have since further increased | 


taxes on banks. 


Cotton Loan Losses 


WaAsHINGTON—The Commodity Cred- | 
it Corporation’s announcement a few | 
weeks ago that it had taken a loss of | 
over $51,000,000 on its 12-cent cotton | 


loans is only a part of the story. The 
Corporation still has 1,670,000 bales 


of that 12-cent cotton of such grades | 
that its sale at the present time will | 
certainly involve a loss of $25 a bale. | 
This would entail a further loss of | 


$41,750,000. Carrying charges amount 


to $4,500,000 or thereabouts, so that | 


close to a round hundred million dollars 


SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C.J. DEVINE «CO. 


Inc. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON PHILADELPHIA 
CINCINNATI: ST. LOUIS - SAN FRANCISCO 


Direct Wires to al! Offices 


The principle of non-assessable 
Mutual Insurance is unassail- 
able. You can have all of the 
savings of dividend-paying pol- 
icies without possibility of 
assessment if you insure in 
Employers Mutual, which has 
written non-assessable policies 
for many years. Ask our repre- 
sentative for a look at the 
record! 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


— 

_ = | 


The Factor speaks: 


Eighty-four years 
ago James Talcott, 
a young man of 19, 
came to New York 
from Connecticut to 
sell the output of | 
his brother's knit- 
ting mill. His indus- 
try and integrity} 
were rewarded with success, and he became} 
one of New York’s leading dry-goods com- 
mission merchants, as the 19th century 
cloth-factors were called in this country. The 
business that he founded is today carried on 
under the management of his son, J. Fred-' 
erick Talcott, supplying the working capital 
and credit-checking requirements of more 
than 500 textile mills and industrial estab- 
lishments. This is accomplished by the pur- 
chase, without recourse, of a client’s accounts 


receivable as fast as created, and the elimi-|f 


nation of credit risk. 


“THE FACTOR”’ on request. 


James Talcott, Inc. 


225 Fourth Ave. i New York City 


1854 1938 


A TRIP TO 


Fis of all, reserve 
ee your room at the 
hotel best suited to your 
convenience and purpose 
when in Washington—the 
modern, downtown, Wil- 
lard, “The Residence of 
Presidents.” 


PUBLIC ROOMS 
AIR CONDITIONED 
Air Conditioned Guest 


Rooms Available 
WILLARD HOTEL 


WASHINGTON, D. C. 
H. P. SOMERVILLE, Managing Director 


GENERAL MOTORS ACCEPTANCE 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GENERAI 
MOTORS 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK * 


BRANCHES IN PRINCIPAL CITIES 


has been laid out in a vain endeavor to 
bring about some fair stability in the 
market. Loans on last year’s crop were 
at an average of 8.39 cents a pound. 
At this rate and at the price at the 
time this is written a sale of the 5,150,- 
000 bales held by the Corporation 
would involve a new loss of $17,340,000 
besides carrying charges. 


Added Readers 


To the Editor: 

You kindly gave permission for use of 
Mr. Boushall’s article, ‘Six Billions of 
Instalment Loans”’ (January BANKING), 
and in order that you may know exactly 
what use has been made of this, we are 
enclosing copy of the article which we 
included in our Confidential Special 
Agents’ Bulletin which goes only to 
our fieldmen and other officials of the 
Company. 

W. R. Prescott, General Agent 
Hartford Fire Insurance Company 
Southern Department 

Atlanta, Georgia 


Such Inquiries Welcomed 


To the Editor: 

Kindly give mea list of reliable, author- 
itative works, written by the foremost 
American authorities, on the subjects of 
investment banking, investment trusts, 
corporation finance, investment analysis, 
public finance, foreign government loans, 
holding companies, trust companies, for- 
eign trade, foreign exchange and branch 
banking which have been published dur- 
ing the last three years, as I want to check 
up my library on the above subjects and 
try to acquire those books which are not 
in my possession yet. 

Your exquisite kindness and courtesy in 
giving me the above information, indi- 
cating names of authors, titles of the 
works and names and addresses of pub- 
lishers, will be sincerely appreciated. 

MANUEL DE CaASTRO-BARBERENA 

Foreign Finance and Trade Consultant 

1234 Broadway 

New York, N. Y. 


The tax chart below is from the Na- 
tional Industrial Conference Board 


PER CAPITA’ STATE AND LOCAL DEBT DECLINES, 
AGAINST HUGE INCREASE IN PER CAPITA FEDERAL DEBT 
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Cotton Carryover 


WASHINGTON—Estimates of experts 
place the carryover of cotton at the 
end of July at between 13,250,000 and 
13,500,000 bales. The previous record 
carryover was in 1932, when, on July 
31, cotton stocks stood at 13,263,000 
bales. 

At that time, however, exports ran 
8,754,000 bales for the season. This is 
approximately 3,000,000 bales more 
than exports during the current season, 
the result being that this year’s carry- 
over is relatively more serious than that 
of the 1931-1932 season, even if it does 
not exceed the latter. 


Gold Has Seen Better Days 


To the Editor: 

May I protest such criticisms of the 
gold standard as are implied in the article 
by Prof. E. E. Agger on page 24 of your 
June issue and also in the illustrated dis- 
cussion on page 40 in June? 

The reason why no permanently satis- 
factory substitute for a metallic monetary 
standard seems likely to be found is, 
apart from centuries of trial and error, 
simple, even familiar. Money, the quan- 
tity of money, needs adjustment to our 
use. When deficient it should be increased, 
when excessive, diminished. 

But contraction means deflation and, 
while men will accept hardship at the 
hands of God or of natural laws under an 
automatic gold standard, they will not 
so readily accept its infliction by a central 
manipulative monetary authority. Nor 
will that authority be so ready to put on 
the brakes. Managed money, therefore, 
or managed wages, is likely to prove a 
one-way proposition. 

Such an increase has, in recent years, 
taken place even under the gold standard. 
Pressed by war and post-war troubles, 
governments everywhere have brushed 
aside the barriers of honor set by gold 
laws and widened primrose paths toward 
inflation. It is not right to say that such 
repudiations of gold discredit the gold 
standard. The existence of theft does not 
discredit law. Laws, though badly en- 
forced, deter theft and a gold standard 
though mismanaged deters inflation. 
Could war prices have been pegged under 
a paper standard? Is monetary manage- 
ment becoming easier as we leave gold? 

Closer and not looser bonds to gold are 
what we need. The yardstick of the con- 
tract should be the yardstick of perform- 
ance. Wheat and coal and oil may vary in 
value but bushels and tons and gallons 
should not. No manufactured instability 
in our measures, even when blessed by 
acts of Congress, can give us civilized 
security in bargaining. 

Criticisms of the gold standard, there- 
fore, seem unfortunate. They are ob- 
jectionable theoretically. They lend no 
help in managing the serious problem 
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of oversupply of credit caused by general 
departure from gold. And they incline 
to wilt that confidence which business 
today badly needs in the unshakeable- 
ness of the cornerstone of honesty upon 
which enterprise and employment can 
best be rested. Such confidence, under an 
honest gold standard, has the rock of 
natural law for its base. Under a man- 
aged paper standard, confidence must 
rest on quicksand, on the whims of vary- 
ing administrations as moulded by the 
heavy pressures of politics. 

FRANK 

Brewster, Massachusetts 


Central Banking 


WASHINGTON—Some time ago Chair- 
man Marriner S. Eccles of the Federal 
Reserve Board stated that, in view of 
present Government control of the 
Reserve System, it seemed to him to be 
of little importance who owned the 
Reserve banks. That seems to be the 
general opinion of bankers, although 
opposition to the Patman bill for 
Government ownership of the central 
bank in this country is deep seated and 
vigorous as a matter of principle. To 
some extent the situation is the same in 
Canada where the government is taking 
over the Canadian Central Bank, lock, 
stock and barrel after a régime of di- 
vided ownership. 

The Dominion’s central reserve in- 
stitution was started three years ago as 
a privately owned concern under gov- 
ernment supervision. Then the govern- 
ment acquired control by the issuance 
of a block of 102,000 shares of new 
stock valued at $5,100,000, which 


constituted 50.4 per cent of the total | 


capital. 

The announcement that the govern- 
ment is now proceeding to buy up 
all outstanding privately owned shares 
at the average market value so far 
this year and thus become sole owner 
represents the progressive results of 
political agitation and government 
pledges in response thereto. Already 
the government has control of the 
institution through a majority of votes 
on the directorate. 

Why government ownership should 
be necessary to insure reserve credit 
policy in harmony with government 
policies does not appear. The change, 
however, is in line with world tenden- 
cies. 

Of 36 leading countries with cen- 
tral banks of issue the respective 
governments own 13 outright, five 
others own a majority of stock and in 
most others the government is so 
represented in the directorate as prac- 
tically to control credit and currency 
policies. 


“ABOUT SM 
CHECKING ACCOUNTS 


NO. 4 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 
pertaining to the small account movement. 


How great is the small account 
market? Probably no one has ever at- 
tempted to explore it, but it is known 
that there are in the neighborhood of 
twenty-five million more people in the 
country now than there were fifteen 
years ago. Furthermore, there are only 
one-half as many banks in operation 
now as there were then. 


The increase in population has not been 
confined to 2ny particular area, nor has 
the decrease in the number of banks. It 
is safe to say that even if every bank 
were serving as many people as at the 
peak, it would still not be meeting the 
demands of those who are in need of 
service. 


What is the character of this mass 
group? Well, for the most part, it is 
made up of folks who accept their 
responsibilities seriously—and yet they 
like to entertain and be on the “go”. 
Their incomes range from $30 to $75 
per week and, between their own needs 
and the endless demands of their chil- 
dren for clothing, education, and other 
things, they aren’t able to accumulate 
very much money. 


As a consequence, they are not in posi- 
tion to meet substantial balance require- 
ments and they have no desire to do so 
because checking accounts are mere 
disbursing machinery to them. Their 
balances don’t run into large figures but 
this very element, which makes them 
undesirable as customer: on a compen- 
sating balance basis, makes them highly 
desirable on a service charge basis and 
they're perfectly willing to pay a reason- 
able fee. 


ELMUKE 


CHECK PRINTE 
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Summer Puzzle 


QO 


This month’s doublecrosstic is to be 
solved in the same manner as the one 
which appeared in May. Directions 
were printed on page 10 in May. 


DEFINITIONS 
. Lattice-work frame for climbing plants 


. Spartan serfs. 
. Fairness in dealing . 
. Chirography . 
. Uprightness . 
. Acoral reef surrounding a lagoon. 
. Graceful & considerate behavior to others — 


. Carried through to completion (adj.). . — 


Interrogation 


Controls or curbs 
. Avoiding by artifice. 
Derived from the proper authority. . 
. Small quantity of fried batter; to waste 
. Touching at a single point 


Preponderant influence or authority 
(government) 


Colored sky-arch after a shower 
Imparting knowledge, instructive 


Appropriate, suitable . 


To seesaw . 


Like the previous one, this puzzle 
was created by Mrs. Elizabeth S. Kings- 
ley, who has had four volumes of them 
published by Simon & Schuster. One of 
her doublecrosstics appears each week 


in the Saturday Review of Literature. 


WORDS 


17 


29 


112 
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114 
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69 123 


121 


90 


129 23 


40 132 
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126 41 


104 109 


102 44 


47 


32 


31 


The answer will be found on page 78 


135 50 


000,000 Omitted 


THE MOST OBVIOUS DIFFERENCE be- 
tween the economic situation of Cracker 
Corners and the country as a whole js 
the bewildering number of zeros in the 
national statistics. With this in mind, 
k. L. Engleken, an officer of the Se. 
curity-First National Bank, Los Ange. 
les, has written the following helpful 
description of the United States. The 
proportions are right, for everything 
has been divided by a million. 

“The United States is a rich country, 
3 miles square. Large oceans separate it 
from most of its neighbors. It has a pop- 
ulation of 130 people. Of these, 42 live on 
farms. Forty-eight of the population 
work. However, only 36 are employed 
now, leaving 12 without jobs. The coun- 
try is considerably in debt. The Federal 
Government owes $40,000, states, coun- 
ties and cities owe $17,500, and there 
are bank loans of $18,000 besides. To 
pay these the country has a total an- 
nual income of around $60,000, al- 
though in some years the figure has 
been higher. The country has exports of 
$2,100 a year. Before the War, exports 
were $6,600. Eleven of the residents 
belong to labor unions. The people com- 
plain of taxes, which are mostly indi- 
rect. Only 5 of the 130 people are re- 
quired to file income tax returns. 
Many of the city people would like to 
go back to the farms. But there are only 
7 farms, and not all of them are needed 
to supply the wants of the country. 
However, the people could be much 
worse off, and many of them find their 
country rather an attractive place in 
which to live.” 


* 


Cuba now has about $68,000,000 in 
silver and silver certificates in its mone- 
tary circulation and proposes to add 
another $20,000,000 thereto. At the 
current price of silver its seignorage 
profit will amount to approximately 
$11,000,000. 


* 


Good Resolution 


To the Editor: 
You perhaps will be interested in a reso- 
lution which was passed at our conven- 
tion this year which advocated that bank- 
ers be encouraged to subscribe to BANK- 
ING and to the Hoosier Banker for the 
benefit of their individual directors. 
The resolution is as follows: 
Education 
We encourage Indiana banks to keep 
their directors, officers and employees in- 
formed on banking policies and procedure. 
(CONTINUED ON PAGE 14) 
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A TOWER OF STRENGTH 


Nation-wide Banking 


BANKERS TRUST COMPANY 


16 WALL STREET, NEW YORK 


FIFTH AVE. AT 44TH ST. 57TH ST. AT MADISON AVE. LONDON: 26 OLD BROAD ST. 


Member of the Federal Deposit Insurance Corporation 
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JUST THE TINKLE 
OF 
A LITTLE BELL 


But It Has Meant A Lot 


To Many People 


It was just a little bell, 
perched atop a coiled 
spring over the entrance 
to Lyman Stockbridge’s 
merchant tailoring estab- 
lishment in Hartford. It 
vibrated melodiously every 
time the door was pushed 
open; and it tinkled with 
few pauses that day in 
1854 when the corporators 
of The Phoenix Insurance 
Company assembled 
amidst the cutting tables 
and pressing boards in the 
shop, to plan their first 
official meeting. 


Thousands of people 
have since crossed the 
threshold of The Phoenix. 
The bell has disappeared. 
But the organization still 
echoes to the inspiration 
of its founders as many a 
homeowner can testify. 
Since June 21, 1854, this 
Company has paid out, 
to help rebuild property 
of all kinds, over one 
hundred and eighty-two 
million dollars—a tremen- 
dous contribution to the 
welfare of America. Cit- 
izens of great and little 
degree are numbered 
among the policyholders 
of this “Time Tried and 
Fire Tested” capital stock 
fire insurance company. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, - - - -  $6,000,000.00 
Surplus to Policyholders,  $44,807,872.44 


(CONTINUED FROM PAGE 12) 


We suggest that Indiana bankers be en- 
couraged to subscribe for the benefit of 
their individual directors to the magazine 
BANKING, the official publication of the 
American Bankers Association, and to the 
Hoosier Banker of the Indiana Bankers 
Association. 

Don E. WarrRICK 

Secretary 

Indiana Bankers Association 

Indianapolis 


Certainly 


To the Editor: 

I have read Dr. Leacock’s article in the 
June issue of BANKING with a great deal of 
interest. In fact, I should like very much 
to reproduce part of it in our own Royal 
Bank Magazine. 

Would it be possible for you to grant me 
permission to do this—I shall be only too 
glad to give your magazine the usual ac- 
knowledging line. 

J. C. NELson, Editor 

The Royal Bank Magazine 
The Royal Bank of Canada 
Montreal, Canada 


Thisarticle was widely commented on. 


* 


Trading in stocks on the New York 
Exchange in May was the smallest in 
volume in any May in 14 years. The 
volume of turnover for the first five 
months of the year is the smallest in the 
same period in 17 years. 


* 


Good Ideas 


To the Editor: 

We have recently subscribed to BANK- 
ING, and it may interest you to know that 
one of the reasons for doing so was your 
Practical Ideas department. 

We had a couple of sample copies and 
each of the officers of the Second Federal 
read that department with great interest. 
We want to compliment you upon the 
format and general appearance of the 
entire publication and particularly upon 
the department edited by John McCann. 

Harry B. Winsor, Vice-President 
The Second Federal Savings and 
Loan Association of Cleveland 
Cleveland, Ohio 


To the Editor: 

Your Practical Ideas department in the 
magazine BANKING is read with interest 
by those in our advertising department. 

Ross P. BENNETT 

Assistant Trust Officer 

Houston Land & Trust Company 
Houston, Texas 


To the Editor: 
... While I am writing let me congratulate 
you on the ideas department in BANKING. 


It is fine, and that whole magazine is jp 
my opinion the best publication that 
comes to a banker’s desk. 
R. W. Mackay, Cashier 
Warren National Bank 
Warren, Pennsylvania 


Corporate Profits 


According to a survey of the Federal 
Reserve Bank of New York, net profits 
of 306 industrial and mercantile corpo- 
rations during the first quarter of 1938 
amounted to $128,600,000 as compared 
with $380,700,000 for the same corpora- 
tions in the first quarter of 1937—a drop 
of almost exactly two-thirds. Fifteen 
per cent of the companies reported 
increased profits, 48 per cent smaller 
profits and 37 per cent reported deficits, 
It should be noted, however, that profits 
in the first quarter of last year were 
unusually good. The level of profits in 
the first three months of this year is 
substantially the same as that for the 
first quarter of 1934. 


Interest in What’s New 


To the Editor: 

“Building Tomorrow's Houses’’, by 
Bert H. White, contains items of such 
interest and was so pertinent to many of 
the problems and developments of a fast 
growing city such as ours, that I brought 
this to the attention of our morning offi- 
cers meeting, reading a number of para- 
graphs and afterwards circulating it. 
Congratulations on your very vivid and 
intelligent treatment of this interesting 
topic. 

B. D. Harris, President 

The Second National Bank of Houston 

Houston, Texas 


To the Editor: 

Mr. White's articles in BANKING are 
very inspiring, and particularly so be- 
cause we all are laboring with problems 
arising from ‘‘old ideas”, and realizing 
that progress has not been stifled gives us 
confidence that the future has great 
things in store for us. 

DeBanks M. HENWARD, JR. 
Vice-President 

First Trust & Deposit Company 
Syracuse, New York 


To the Editor: 

“Our Infant Railroad Industry” (May 
BANKING) was very interesting. I believe 
it is true in industry that the man who, 
through pure research, can improve his 
products or create new ones, is the man 
who faces the future with confidence. 

In our recent experience we have 
learned that what was good enough at one 
time is not good enough for today and 
tomorrow. And it is consequently true 
that there is and always will be room for 
the business man who is research-minded, 
and for what he produces that adds in 
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some distinctive way to the comfort or 
progress of humanity. 

Research directed toward meeting 
human needs will be a powerful instru- 
ment in leading America and the world 
out of depression. 

H. D. Ivey, President 
Citizens National Trust & 
Savings Bank 

Los Angeles, California 


To the Editor: 

Thank you for your kindness in in- 
structing the Concrete Plank Company, 
Inc., to send me some information about 
their product, ‘‘Cantilite.” 

I have just received a letter and a cir- 
cular descriptive of the material, which I 
have found most interesting. When my 
leisure time permits I intend to pursue 
the subject further. 

M. A. ARNOLD 

Chairman of the Board 
Seattle-First National Bank 
Seattle, Washington 


This was a material mentioned in 
“Building Tomorrow’s Houses” (April 
BANKING). 


* 


June witnessed the fifth birthday of 
the Production Credit Association sys- 
tem of the Farm Credit Administration, 
with a total of over $950,000,000 loaned 
to farmers by the 535 associations and 
close to $200,000,000 in loans outstand- 


ing. 
Not At All 


To the Editor: 

Will you mind if I take this opportunity 
of expressing to you my appreciation for 
the privilege of being a subscriber to your 
magazine BANKING? Some one has said, 
“It is good to pat a fellow on the back 
once in a while,’”’ and I believe it. I do 
enjoy and learn much from each issue of 
BANKING. All the articles are set up in a 
very concise, readable and understandable 
way. 

It is really a treat to read it from cover 
to cover—ads and all. When I think of 
the old saying—“‘ consult your banker”’— 
I think how good it would be if more of 
the rank and file of our citizenry had the 
opportunity of reading your articles—how 
much better we could then appreciate the 
banker’s problems. He is a busy man to- 
day—keeping up with all the demands of 
Government and his clientele. 

Jay D. Crist 

31 South Sutter Street 

Stockton, California 

(Representing Investors Syndicate) 


* 


Prices of farm products reached the 
lowest point in four years during the 
past few weeks after about eight years 
of artificial price aids. 
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SENSATION AT TwE HIGH SCHOOL COMMENCEMENT REHEARSAL ©} 


Chinese Balances 


It now appears that at the beginning 
of the present war in China the govern- 
ment of that country held foreign ex- 
change abroad totalling between $200,- 
000,000 and $250,000,000, most of 
which was unknown to international 
finance. Not the least factor in building 
up this balance was American pur- 
chases of Chinese silver which, up to 
last April, approximated 250,000,000 
ounces valued at approximately $112,- 
500,000. More silver is being purchased 
under an agreement made in April. 


Boon to Thousands 


The construction of the first plant 
for the manufacture of newsprint from 
southern paper stock is about to be 
commenced at Lufkin, Texas, by a con- 
cern organized by the Southern News- 
paper Publishers’ Association. This is 
the beginning of a new era of employ- 
ment and steady income for thousands 
of people now existing on a sub-stand- 
ard level. 


Housing Costs 


The average cost of construction of 
housing erected by the P.W.A. in 33 
projects was $4,126 per family dwelling 
unit. The cost per room was $1,169. If 
the cost of land, paving, social and 
recreational buildings, trunk line sew- 
ers, and the like is included the amounts 
are $4,358 and $1,235, respectively. 
The structures are of the most modern 
type and fireproof, and are capable of a 
useful life of 60 years. These prices 
seem high but they are low compared 
with costs of housing construction 
under the Resettlement Administration 
and other community experiments. 
For example, in Greenbelt the cost of a 
family unit has been $16,182; in Arthur- 
dale, $12,121; in Hightstown, $20,163; 
in Newport News, $9,233. 


Through our 575 branches 
in Canada the New York 
Agency is in close touch 
with every phase of com- 
mercial and financial ac- 
tivity in the Dominion, 
and is well equipped to 
assist and serve corpora- ~ 
tions, firms and individ- 
uals interested in Canada. 


Inquiries invited 


Canadian Bank of 


Commerce 


New York Agency 
Exchange Place & Hanover Street 
New York, N. Y. 


Head Office: Toronto 
SAN FRANCISCO 
PORTLAND 


LOS ANGELES 
SEATTLE 


air-conditioned Carlton. 
The air-conditioning 
system automatically 


Six acres of private 
parks in the center of 
town. Ten minutes and 
30 cents by taxi from 
Unien Station. 


RATES FROM 
Single Double 


ARDMAN 


PARK HOTEL 
CONNECTICUT AVENUE and, 
WOODLEY ROAD 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $65,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York,N.Y. 


Finance companies 


| Building and loan associations. .. . 
| Savings banks 
| Credit unions 


Modernization Loan Experience 


Washington, D.C. 
N the first three months of the new 
F.H.A. home modernization and re- 
pair loans, national and state banks and 
trust companies wrote 83.8 per cent of 
the total business done. This compares 
|with 77.15 per cent of the total loans 
written under the original Act in the 
campaign which closed a little over a 
| year ago. Practically all the rest of the 
new loans written, 14.5 per cent to be 
/exact, have been made by industrial 
| banks and finance companies. 

These proportions are important in 
| two respects. It is apparent, in the first 
| place, that banks have found such loans 
profitable and acceptable and have 
| promptly resumed making them upon 
|the renewal of the insurance system. 
| Many banks, indeed, continued to make 
| loans of this class, during the past year, 
without insurance. In the second place, 

the high proportion of loans made by 
banks is an indication of their conserva- 
tive quality, since loans made by banks 
during the previous campaign were, 
particularly in view of their large vol- 
ume, exceptionally sound as compared 
with those of other principal lenders. 
It will be some time before actual losses 
of the Housing Administration on these 
loans can be known, since the propor- 
tion of bad to good loans tends to in- 
crease as the collection campaign pro- 
ceeds. But a fair idea of the proportion 
may be had from the table at the bot- 
tom of this page. 

Of the amount of claims paid by the 
|Administration up to January 15— 

$13,416,420 or 2.37 per cent—the actual 
/loss account had been reduced to 
| $6,857,574 or 1.22 per cent by payments 
‘in cash, repossession of equipment or 
|by the reinstatement of loans on a 
paying basis. Inasmuch as the original 
lending institutions have 13 months 
in which to file claims for loss by de- 


faults it will be some time after all 
insured loans mature before the final 
loss ratios can be ascertained. With the 
passage of more than a year since the 
close of the original campaign, however, 
current figures are considered indica- 
tive of the final result. 

From time to time the Administra- 
tion has taken a survey of loans made 
by approved institutions which have 
been in default more than 30 days and 
in every case the ratio was below 3 per 
cent. In approximately one-fourth of 
the reported cases of default on which 
loss-claims were paid, it has been found 
possible to reinstate the loans for ac- 
count of the Administration. 

The distribution on a geographical 
basis of the loss claim ratios so far re- 
turned varies widely and apparently 
without adequate explanation. In Ar- 
kansas the ratio ran above 4 per cent. 
Across the river in Kentucky the ratio 
was 1 per cent. The ratio in New York 
was 1.3 per cent; in Massachusetts, 3 
per cent. There seems to be a rather 
definite trend for the loss ratios to run 
higher where tenant farming is preva- 
lent in the South and where there are 
large industrial populations likely to be 
affected by unemployment cycles in 
the North. 


LOSS RATIO ABOUT TWO PER CENT 


WHILE the returns of the lending insti- 
tutions to the Housing Administration 
afford no figures by which the latter 
can break down the totals of defaults 
reported with respect to the nature of 
the loan, several inferences from the 
statistics given are possible. Perhaps 
this is more with respect to lending 
policy than as related to the nature of 
the loan, but it is evident that the con- 
servative lending policy followed by 
most banks indicates that it is possible 
to make these amortized, more or less 


RATIO OF LOSS CLAIMS PAID BY THE F.H.A. ON MODERNIZATION AND REPAIR LOANS 


Notes Insured 
(as of May 31, 1937) 


Type of Lending Institution 


Number 


618,568 
352,842 
366,980 
91,178 
8,172 


Industrial banks 


All others 


"1,449,373 


Ratio of 
Claims Paid Claims 
(as of Dec. 31, 1937) to Notes 
Percent of 
Amount amount 
$ 4,191,130 
149,055,876 2,374,840 1.593 
123,685,597 5,258,692 252 
32,484,889 038 
4,411,424 478 
4,117,753 399 
408,232 
324,537 


Amount Number 


$246,262,898 


"$560,751,206 


* Excludes large transfers of insured notes from finance companies to national banks. 
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personal, loans with a loss ratio of less 
than 2 per cent, recoveries and rein- 


statements duly considered. A larger | 
proportion of the loans of the finance | 
companies went into equipment. Much | 
of the business of these concerns was | 
affected by the interest in sales on the | 
part of the sponsoring or parent cor- | 


poration, as in the case of some paint 
supply houses, manufacturers of heat- 
ing apparatus and the mail order houses 
supplying building materials. Such 
loans seem to have been much less con- 
servative and to have had a higher 
ratio of loss. On the other hand, the 
low proportion of loss claims made by 
the savings banks and building and loan 
associations reflects the restrictions 
placed upon such advances by law in 
most of the states. 


SALESMANSHIP DE LUXE 


ESTIMATES of comparative losses as 
between strictly repair and moderniza- 
tion construction loans and loans for 
equipment are very indefinite and un- 
reliable, but there seems to be no ques- 
tion that on the whole the losses on 
equipment have been much the greater. 
In some lines, such as mechanical re- 


frigerators, for example, the experience | 


of lending institutions and the Admin- 
istration has been such as to preclude 
some loans of this sort under the 
amended Act. “‘ They contain too many 
headaches,”’ was the opinion of one of 


the Housing Administration officials. | 
“Some of these live agents sold refrig- | 
erators to people who lived miles away | 
from a supply of electrical current.” | 


The same observation applies to laun- 


dry machinery and some lines of electri- | 


cal equipment. It is in fact, an indict- 
ment of the dealer who made the sale 


and passed the debt on to a careless | 


lender. A part of the conservatism to 


be shown in the making of loans of this | 
class is in the selection of dealers whose | 
instalment paper is thus to be financed. | 
It should be noted that a large propor- | 


tion of the loss claims have arisen 
through the death or disability of the 
original borrowers. 

Insurance of these modernization 
and repair loans by the Housing Ad- 
ministration has protected banks and 
other lenders from loss and will con- 
tinue to do so under the new Act of 
Congress, but it seems evident from the 
experience of the lending institutions 
that there is profitable business in such 
lending without insurance. The fact 
that over three-fourths of the lending 
institutions have made such loans with- 
out being forced to call upon the insurer 
to prevent loss is a fair indication of the 
possibilities of the field. 
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Rorary’s motto, ‘‘He 
profits most who serves best”, 
is sound business philosophy. 


It is a maxim that applies with 
particular force to an institu- 
tion like this, which special- 
izes in facilities adapted to the 
diversified needs of a wide 
circle of correspondents, and 
which operate to our mutual 
advantage. 


A bank best serves itself by 
serving other banks well. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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When the an Bankers Association asked a group of banks* with Personal 
Loan Departments if they required insurance on borrowers’ lives, 173 of those 
questioned said, “No”. To these and to hundreds of other banks making small 
loans, we address this question: What is your overhead loss on incompleted appli- 
cations? 4 As the first and as the largest underwriter of borrower-protection 
policies, The Morris Plan Insurance Society has twenty years of experience to 
show that when banks add the “protected loan” feature, their overhead costs 
decrease and their percentage of completed personal loan applications invariably 
rises. Q In 1937, the Society insured the lives of over 250 thousand borrowers 
for a total of more than 56 million dollars. Since it issues oly this type of policy, 


the Society devotes its entire efforts to perfecting borrower-protection insurance, 


successfully serving commercial and industrial banks throughout the nation. 


*See Bulletin 74—a survey of Personal Loan Practice—published 
by The Research Council of the American Bankers Association, 


The Morris Plan Insurance Society, 420 Lexington Avenue, Nemmifrk, N. Y. 
Insurance for the Banker on the Life of the Borrower. ews DERE 
NO ™ 
=\\' 
his 
pooklet 
pailed 
up” 


Bankers Don’t Need House Slippers 


By ALBERT W. ATWOOD 


N a certain important city there is an especially large and 
active chamber of commerce. Meetings are frequently 
attended by more than a thousand members, and at least 

four thousand persons belong. I recently asked the executive 
secretary what part the bankers play in extra-banking 
services to the community. To what extent are they civic 
minded? If called upon to serve the community outside of 
banking walls, do they respond? 

“One hears that bankers are hard boiled,” he replied, 
“but I have found them liberal and progressive when it 
comes to starting anything new for the benefit of the com- 
munity. All they ask for is a chance to analyze the move- 
ment to be sure it has merit. Then they are of the greatest 
help in bringing other people in.” 

This particular city has many bankers. A number of inter- 
views and a little time spent with the local Who’s Who and 
Directory of Directors revealed outside activities, partly 
business but mostly in the nature of community service, 
ramifying in myriad directions and in utterly bewildering 
variety and number. 

These reach into hospitals, universities, the board of 
trade, the better business bureau, the symphony orchestra, 
the community chest, the Red Cross, boys’ clubs, old folks’ 
homes, children’s homes, the work of the visiting nurse, 
associations to fight tuberculosis and blindness, and so on 
indefinitely. To name them all would be like Homer’s cata- 
logue of ships; merely to summarize them or comment in a 
general way taxes one’s resources. 


AN INTANGIBLE SERVICE 


BUT what stands out is that the banker’s willingness to 
work and raise money for a community project imparts 
general confidence. Because of the very nature of the banking 
occupation his participation provides a feeling of security, 
stability and trust. 

There are glaring exceptions to this, but the saving grace 
is the very fact that they are glaring. 

If every outside civic activity of the bankers in any city 
were published in one place and if people would take the 
time to read such an extensive list, there would be estab- 
lished once and for all the real measure of the community’s 
confidence in its bankers. 

But the bankers themselves take a wholesome and suffi- 
ciently modest attitude toward their own outside activities. 
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I asked several of them if they did it for altruistic or selfish 
business reasons. One bank president, who had been head of 
his community chest, replied that in his own case he felt he 
personally could never do enough to repay the community 
for what it had done for him. 

Most of them simply said that what was for the com- 
munity’s good was for the bank’s good; that one could not 
grow without the other. They all remarked, in one way or 
another, that it was for the bank’s indirect interest. Words 
like altruism or even service were not on their lips. “The 
man who looks after the bank’s self-interest too directly is a 
poor banker,” said one of them. 


A COMMUNITY-WISE PHILOSOPHY 


THERE are several outstanding bankers who serve this 
particular community in dozens of different ways, but the 
views of one of them are of rather unusual interest because 
of the extent and variety of his affiliations. Besides heading 
his own bank, serving in many capacities with numerous 
bankers’ associations and as a director of large business 
corporations, he has at least 30 active and current connec- 
tions with movements or campaigns solely of the common- 
good variety. I asked him why and how he did it. He said: 

“My philosophy is that this institution will benefit as we 
have a better social and economic order; that’s why I helped 
organize the community chest and the symphony orchestra. 
The bank cannot grow unless the city grows in the best sense 
of the word. Nor can I guide the policy of the bank wisely 
unless I have a national as well as a local viewpoint. 

“To a peculiar degree banking is a mutual relationship 
between banker and customer. The customer should never be 
afraid to approach a bank official, especially the president. 
Therefore bankers should mix with people. For business 
flourishes where confidence is to be found, and you cannot 
gain confidence except through human contacts. If the 
banker goes home and puts on his carpet slippers no one 
knows him, and if they don’t know him they are afraid to 
approach him.” 

Not all men are fitted, physically or temperamentally, to 
carry a multitude of burdens besides their own work. Some 
stagger and break under the load. It depends upon how 
much labor a man makes of it, whether he enjoys it, whether 
he throws off worry readily, whether he can quickly change 
his mood to one of play. 
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How to Make Capital Loans 


THE PRESIDENT of the First National Bank of Chicago de- 
scribes here how numerous banks are aiding industry through 
“ serial” loans. 


N the last few years a considerable number of the larger 
banks of the country have been making loans maturing 
over a period of years. This is a new development in 

American banking. Banks of deposit had generally consid- 
ered that six months, or, in exceptional cases, nine or 12 
months, represented the longest maturity of a note which 
was proper for a bank’s portfolio. Many banks, to be sure, 
made mortgage loans with maturities up to five years, and 
held them; but this was done largely on the theory that in 
case of need there was always a market with an insurance 
company, a trust estate, or a conservative investor, for a 
properly made mortgage loan. Banks also bought bonds of 
longer maturities, which had, or were supposed to have, a 
market, again on the theory that in case of need they could 
be converted into cash. But a loan which did not have the 
salability of an ordinary real estate mortgage, or a market- 
able bond, and which had a maturity of over a year was 
neither available at the Federal Reserve bank in case of need, 
nor was it collectible before maturity. Consequently, and 
quite properly, such loans were regarded as undesirable in- 
vestments for a bank to make. 

By the Banking Acts of 1933 and 1935 Federal Reserve 
banks were authorized to make advances to any member 
bank on its time or demand notes which were secured to the 
satisfaction of such Federal Reserve banks. This made it 
possible for a member bank to make a longer term loan which 
was not salable, and still be in a position to raise money on it 
in case of need. 


ACCIDENTAL OUTGROWTH OF SECURITIES ACT 


ALTHOUGH, by the amendments to the Federal Reserve 
Act, banks could, in case of need, obtain money on such 
longer term loans, the development of this type of lending 
by banks was an unexpected result of the passage of the 
Securities Act of 1933. Following enactment of the Act there 
was an almost complete cessation of new public financing due 
to the unwillingness of corporate officials and investment 
bankers to subject themselves to the liabilities of the Act. 
Many concerns which would normally have gone to the pub- 
lic with an issue of securities, instead approached the larger 
commercial banks for serial loans. A few banks at first, and 
many more of the larger banks later, were willing to make 
loans serially over a period of years, generally not more than 
five, if satisfied with the credit risk. 

Obviously, the longer the period which a loan runs the 
more chance there is of a material change in the borrower’s 
condition, in the management of the borrower, in the in- 
dustry of which he is part, and in business conditions gener- 
ally; and the greater the credit risk. The banker who makes 
loans maturing over a period of several years should protect 
himself in a way that is not necessary in the case of a six 
months’ ordinary bank loan. This protection may take one 
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or more of several forms. The business of the borrower may 
enable him to pledge warehouse receipts for his inventory, as 
in the case of a distiller who must keep continuously on hand 
a supply of whiskey for aging. The plant and machinery of 
the borrower may be capable of being mortgaged, and be of 
value even if the business of the borrower should fail. A 
typical example of this case would be a mortgage covering a 
small chain of retail stores, or a number of small movie 
houses, owned in fee. A vacant manufacturing plant is gener- 
ally of very little value unless it is possible to operate a busi- 
ness in it at profit, and a prudent banker will not deceive 
himself into believing that he has security merely because he 
has a mortgage on a manufacturing plant having a large 
appraised or reproduction value. Generally speaking, in the 
case of a longer term loan to an industrial or commercial 
business, the three forms of protection which are really valu- 
able are: first, an agreement on the part of the borrower to 
maintain a certain minimum amount of current assets above 
all liabilities, and a minimum ratio of current assets to cur- 
rent liabilities with a proviso that the term bank loan may be 
pre-matured at the option of the bank if the excess of current 
assets over liabilities, or the ratio, is not maintained; 
second, an agreement on the part of the borrower not to 
mortgage or pledge any assets during the life of the loan; and, 
third, fairly rapid serial payments by the borrower. 


THE RULES CAN’T BE IRON-CLAD 


THESE three protective features should always be em- 
bodied in a longer term loan save in exceptional cases, for 
example when the borrower is of the very highest credit 
standing and of large size, or the situation of the borrower is 
such as to preclude serial maturities. For instance, in the case 
of a whiskey distiller who must age his whiskey it would be 
foolish to insist on serial payments prior to the time he 
would have aged whiskey to market. Covenants for the 
maintenance of quick assets and serial payments may fre- 
quently be properly combined with a mortgage on fixed 
assets or a pledge of inventory. 

While every loan of the longer term type should be made 
after consideration of the borrower’s requirements, and no 
two loans will be alike in their serial maturities or provisions, 
a typical loan would be one maturing over a five-year period 
in equal annual or semi-annual instalments. The borrower 
generally should have a record even in depression years of 
having made enough money before depreciation to meet the 
interest on the loan and the serial maturities. There should 
be a covenant that net current assets, that is, current assets 
above current liabilities, be maintained at all times at a cer- 
tain ratio to the amount of the serial loan outstanding, and 
that the ratio of current assets to current liabilities excluding 
the serial loan should be maintained at some fixed ratio. 
There would be a covenant not to mortgage or pledge assets, 
or to incur fixed expenditures above a certain amount with- 
out the consent of the bank. There may or may not be a 
mortgage in addition, and only in rare cases, such as a loan on 
tobacco or whiskey, would it be desirable to have a pledge of 
inventory. 
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By EDWARD E. BROWN 


Interest rates on serial loans may be uniform for all ma- 
turities, but generally they are made on a sliding scale, with 
higher rates for the later maturities. In all cases the borrower 
should have the right to pay off all or any part of the loan at 
any time. A small penalty, much less than is generally ex- 
acted in the case of a called bond, should be required. Other- 
wise the borrower, if his business goes well, is apt to find it 
profitable to borrow on a current bank loan, to meet his 
maturities as they get within six months’ or a year’s distance. 

A serial loan maturing in equal instalments in one to five 
years has an average maturity of three years. If a bank made 
an equal amount of such loans for five consecutive years, the 
average maturity of its portfolio on this class of loans would 
be 18 months. Considering that the rates of interest on such 
loans average at least twice as high as the rate on prime six 
months’ loans, this is a short enough average maturity to 
protect a bank against serious loss should there be a sharp 
rise in the general level of interest rates. In this respect such 
loans are far superior to long term bonds for a bank’s invest- 
ment where a considerable rise in the interest level would 
result in a heavy price decline in the bonds, no matter how 
sound they might be. The interest rates on a serial loan of 
the highest class will generally average between 3 per cent 
and 4 per cent over all maturities, which is a much better 
rate than can now be obtained on marketable securities of 
short term maturities. With the ability to borrow from 
Federal Reserve banks, using such serial notes as security if 
the credits are sound, a bank does not become unliquid by 
investing a moderate proportion of its total assets in them. 
Regard should naturally be taken of a bank’s capital funds, 
and the composition of its assets in determining how far a 
banker should go with this type of loan. 


WHAT TO DO ABOUT BIG LOANS 


WHERE the longer term loan required by the borrower is 
too large for one bank to take, the loan may be divided 
amongst several banks. This is also frequently done where 
the borrower has banking relations with a number of banks 
and desires to give each of them a portion of the loan rather 
than place it all with one bank. Where a loan is so split, the 
banker must bear in mind the Security Exchange Act and 
must not do anything which would put him in the position of 
selling a portion of the loan to other bankers. He must also 
avoid having the loan issued in such a way as to constitute it 
a marketable security within either the Security Exchange 
Commission’s or the Comptroller’s regulations. As at present 
interpreted, this means that where a number of banks join in 
a loan, the notes representing the loan should not be secured 
by any trust indenture or mortgage giving any rights to a 
trustee who can act for the group of banks; but that the 
covenants of the borrower should be embodied either in each 
note or in a separate agreement with each borrower, and that 
if a mortgage is taken it should run direct to the banks and 
not to a trustee. It will tend to avoid arguments if the notes 
are made payable to each individual bank and not to bearer. 

In conclusion, a bank again should be cautioned that be- 
cause the longer term loan does necessarily involve a much 
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greater credit risk than a short term loan, such loans should 
only be made to established businesses having a strong credit 
position and with a good record of earnings. As the very 
small business, if successful, generally develops into a me- 
dium sized or large one, such a business is almost auto- 
matically ruled out for longer term loans by a bank, because 
if it has had a good record of earnings and prudent manage- 
ment over a period of years it will no longer be very small. 
The very small business which desires to expand should do so 
by the reinvestment of earnings, which recent tax policy has 
rendered more difficult, or by obtaining capital from someone 
who knows the business and has faith in it, and is given a 
chance to share in the prospective profits. Such a business is 
not justified in obtaining capital by borrowing money on 
long term either from a bank or anyone else at any interest 
rate which is permitted by law. 

There are many industrial and commercial enterprises, 
well established, both of medium and large size, which can 
profitably use serial and longer term loans given by a bank, 
either to refund the balance of a security issue which has 
been sold on the general market, a mortgage, or for plant or 
business expansion. The alert banker will find the opportu- 
nity to suggest such loans to many of his customers, with 
profit both to his bank and to them. Owing to the novelty of 
this type of loan, the initial suggestion today generally comes 
from the banker and not from the customer, but as such 
loans become more common and the knowledge of them in- 
creases amongst the borrowing public the customer will un- 
doubtedly seek them without any prompting from his bank. 


British Suggestion 


N November 1929 a committee was appointed in England, 
I known as the Committee on Finance and Industry and 
also as the Macmillan Committee, its chairman being the 
Rt. Hon. H. P. Macmillan, K. C. The report, made in June, 
1931, is a monumental work on the broad field covered. 

Part of the committee’s report deals with the financing 
of small industries and the question of setting up an “inter- 
mediary”’ institution between industry and investors. 

The report says: 

“404. It has been represented to us that great difficulty is 
experienced by the smaller and medium-sized businesses in 
raising the capital which they may from time to time re- 
quire, even when the security offered is perfectly sound. To 
provide adequate machinery for raising long-dated capital 
in amounts not sufficiently large for a public issue, i.e., 
amounts ranging from small sums up to say £200,000 or 
more, always presents difficulties. . . . In general . . . these 
smaller capital issues are made through brokers or through 
some privatechannel among investors in the locality where the 
business is situated. This may often be the most satisfactory 
method. As we do not think that they could be handled as a 
general rule by a large concern of the character we have out- 
lined above, the only other alternative would be to form a 
company to devote itself particularly to these smaller in- 
dustrial and commercial issues. 'n addition to its ordinary 
capital, such a company might issue preference share capital 
or debentures secured on the underlying debentures or shares 
of the companies which it financed. The risks would in this 
manner be spread, and the debentures of the financing com- 
panies should, moreover, have a free market. We see no rea- 
son why with proper management, and provided British 
industry in general is profitable, such a concern should not 
succeed. .. .” 
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Uniform Bank Supervision 


Mr. ANDERSON describes below the recent developments in 
Washington growing out of agreements between state and Fed- 
eral supervisory authorities. 


Washington, D.C. 

HE system of uniform bank examination, in practical 

effect a system of uniform bank supervision, which has 

been agreed upon by the bank supervisory authorities of 
all the states, the Comptroller of the Currency and the Fed- 
eral Deposit Insurance Corporation, and then presented for 
White House approval, may be counted the outstanding 
development in American banking since the establishment 
of the F.D.I.C. itself. 

Carried to its logical and probable result, it represents 
considerable progress toward the goal which banking author- 
ities have sought to reach for the past ten years or more. 
Instead of breaking up the time-honored system by the es- 
tablishment of a single system under direct Federal super- 
vision and control, it preserves the dual system of national 
and state banking, preserves the authority of state banking 
officials over state banks as well as Federal authority over 
national banks, but at the same time establishes uniform 
banking methods and policies. 

All this is accomplished merely by agreement between the 
state superintendents of banking on the one hand and Fed- 
eral authorities represented by officers of the Federal Deposit 
Insurance Corporation and the Bureau of the Comptroller of 
the Currency on the other. 


FOR BETTER STANDARDS 


THE genesis of the new system is in the efforts of the 
F.D.I.C. to improve banking standards as a means of pre- 
serving its own soundness. While the law now gives the 
Corporation considerable power in enforcing sound banking 
principles, it was found in practical operation that this could 
best be done through cooperation between the Corporation 
and state banking authorities. This led to an arrangement 
between officers of the Corporation and the National Associ- 
ation of Superintendents of State Banks last December, 
whereby a committee of the latter or other representatives of 
the state banks should join with the F.D.I.C. as an advisory 
council in forming and administering supervisory policies of 
the former. It was proposed at the time that this advisory 
council should be given a legal status by law. Later it was 
found possible to effect the same purposes by mere agree- 
ment. Since February, bank supervision of the F.D.I.C. over 
state banks has been carried on in a more or less uniform 
manner through the cooperation of state supervisory officers 
represented by this committee. 

To make the system effective with respect to all banks, 
however, it was necessary to obtain the cooperation of the 
office of the Comptroller of the Currency which, under the 
law, has supervisory jurisdiction over national banks. Until 
recent changes in the Comptroller’s office this was found 
impracticable. Through the efforts of Secretary of the 
Treasury Morgenthau, however, certain differences with 
respect to the classification of loans and investments and 


with respect to the attitude of bank examiners toward loans 
and investments of certain classes have been ironed out, and 
the state supervisory authorities, the F.D.I.C. and the 
Treasury Department in behalf of the Comptroller’s office 
have agreed to a uniform system of standards for invest- 
ments and loans in the valuation of bank assets, and policies 
with respect to such valuations in relation to a bank’s capital 
funds. 

Under the new regulations both loans and investments will 
be re-classified according to uniform appraisal standards 
applicable to all banks. Instead of the “slow,” “doubtful” 
and “loss” classification of loans the latter will be segregated 
into four classes designated by roman numerals “I”, “IT”, 

Class “I” will include loans or portions thereof the repay- 
ment of which appears reasonably assured. These loans are 
not listed in the examination report. 

Class “II” will include loans or portions thereof which 
appear to involve a substantial and unreasonable degree of 
risk to the bank by reason of certain unfavorable trends and 
other unsatisfactory characteristics noted in the examiner’s 
comments. There exists in such loans the possibility of future 
loss to the bank unless there is careful and continual atten- 
tion on the part of the bank’s management. No loan is so 
classified if ultimate repayment seems reasonably assured in 
view of the sound net worth of the maker or endorser, his 
earning capacity and character, or the protection of col- 
lateral or other security of sound intrinsic value. 

Class “III” includes loans or portions thereof the ultimate 
collection of which is doubtful and in which a substantial loss 
is probable but not yet definitely determinable in amount. 
Loans so classified should receive the vigorous attention of 
the management with a view to salvaging whatever value 
may remain. 

Class “IV” embraces loans or portions thereof regarded 
by the examiner for reasons set forth in the comments as un- 
collectible and as estimated losses. Amounts so classified 
should be promptly charged off. 


CLEARER DEFINITIONS 


ELIMINATION of the “slow” category for loans has been 
under discussion for nearly four years. At a conference of 
national bank examiners in the late Summer of 1934 the 
term was redefined with a view to removing ambiguity and 
bringing about more uniformity of practice between the 
various agencies, but no agreement was reached. At their 
meeting in Washington in April the state superintendents 
and the F.D.I.C. agreed to discard the old term and substi- 
tute “sub-standard”. The object of these eforts and the 
action finally taken was reclassification with a view to estab- 
lishing a clearer distinction between loans which are essen- 
tially good though of long term and loans which are of doubt- 
ful quality for reasons to be noted by examiners, although of 
short term and apparently in good standing. 

The authorities expect by clearer definitions and more def- 
inite policies with respect to loan classification not only to 
make clear the exact position of the banks with respect to 
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By GEORGE E. ANDERSON 


their loan portfolios but also to free them from the present 
uncertainties as to what they can and cannot do under the 
ambiguities of former practice and thus enable them to lend 
more freely without respect to maturities and without limit- 
ing bank credit to the more obvious commercial lines. 

Investments are to be classified in four groups, also de- 
signated by roman numerals. Securities of the three highest 
credit ratings are included in Class I. These and other rated 
and unrated securities of equivalent credit status will be 
valued at cost without respect to market price. This is done 
on the theory that the value of such securities should be con- 
sidered stable until it is shown to be otherwise and eliminated 
from the high grade list. The contention of the authorities is 
that variations in market values should not be allowed to 
effect similar variations in capital funds and otherwise com- 
plicate a bank’s position. It is also felt that to carry these 
high grade securities at cost will stop the “in and out” 
practices of many of the banks, will minimize or eliminate 
speculation in securities and thus tend to reduce fluctuations 
in the bond market. This change has been under discussion 
between the authorities for more than a year. 


DEPRECIATION AND AMORTIZATION 


NET depreciation of securities in the fourth highest credit 
ratings and in group “II” securities will not be classified as 
“estimated loss”. The depreciation will be determined by 
averaging the market prices therefor over a period of several 
months. One-half of the value of the securities as thus es- 
tablished will be deducted in computing a bank’s net capi- 
tal funds until such securities are covered by reserves. Net 
appreciation will be disregarded. Securities in groups “III” 
and “IV” will be classified as “estimated loss” and de- 
ducted in the computation of net capital funds. Net apprecia- 
tion will also be disregarded. The market price of such securi- 
ties will be noted. All banks will be required to establish and 
maintain adequate valuation reserves against their security 
accounts, and, until losses have been charged off and ade- 
quate reserves established, profits from the sale of securities 
shall be unavailable for any purpose other than the establish- 
ment of such reserves. 

Banks will be required to provide for the amortization of 
premiums on securities purchased at prices above par. Specu- 
lative trading in the bond market will be criticized and 
penalized. The examination reports will include a complete 
list of all security holdings of each bank. Clear definitions of 
all classifications will be printed in the examination report 
forms so that “‘misunderstandings as to their meaning on the 
part of bankers and examiners will be avoided.” . 

Coupled with this re-classification of investments there 
will also be revised and somewhat relaxed regulations as to 
national bank investments which, under the law, must be 
established by the Comptroller of the Currency but which, 
under existing arrangements, will be applied to all banks. 
Instead of requiring that the investments of the banks shall 
be in bonds issued by “public distribution”, banks will be 
permitted to buy bonds of an established firm or corporation 
which has demonstrated its ability to service the issue, pro- 
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vided the maturity of such securities shall not exceed ten 
years and that they be amortized in equal annual payments 
so as to retire the issue at maturity. The total of such securi- 
ties which may be held by a bank shall not exceed 25 per cent 
of its capital and surplus, the present limitation upon ad- 
vances to any one borrower also applying. 

The definition of the marketability of bonds which may be 
purchased by national banks also is modified. Hereafter in- 
stead of the provision that banks must have “such a market 
as to render sales at intrinsic values readily available” bonds 
need only be saleable under ordinary circumstances within a 
reasonable time and at a fair value. Bonds thus need not be 
registered with the S.E.C. nor need they be issued “‘in a suffi- 
ciently large total to make marketability possible.” As here- 
tofore, banks will not be allowed to purchase for their own 
account securities which are “distinctly or predominantly 
speculative.” Instead of establishing bond ratings by the 
support of “not less than two rating manuals”, however, 
reference to the latter will be eliminated and the ratings of 
the securities will be established by the authorities them- 
selves with due regard for the average ratings of recognized 
manuals and other criteria. 


MODERNIZED PRACTICES 


THE Federal Reserve authorities, through Marriner S. 
Eccles, Chairman of the Board, have objected to various pro- 
visions in the agreement reached by other supervisory agen- 
cies on the ground that they continue restrictive policies of 
the Government which “confuse liquidity with soundness.” 
Mr. Eccles has urged amendments to the Comptroller’s 
regulations which would permit bank lending and invest- 
ment policies “to meet changed conditions and present day 
requirements of business and industry.” Mr. Eccles favored 
“the modernization of these practices and regulations to 
encourage the bankers to meet changed credit conditions and 
needs within their own communities and thus to discourage 
the alternative which is multiplication of governmental 
agencies set up to provide credit accommodation that the 
banking community should and could in normal times be 
adapted to extend to the public.” The reply of the other 
agencies to this contention is that the new regulations are 
designed to and do accomplish the very thing that the Re- 
serve Board Chairman asks. 

Back of the contention of the Reserve authorities is the 
idea that bank supervision policies should be correlated with 
monetary policy. In other words, during a time of depression 
bank supervision should encourage liberal credit by liberal 
regulations with a view to giving effect to the easy money 
policy of the Reserve. During boom times bank supervision 
should be tightened with a view to discouraging the expan- 
sion of credit. The reply of the other authorities to this pro- 
posal is that monetary policy should have no part in bank 
supervision, the object of which is the maintenance of sound 
banking practices consistent with liberal credit; that the 
revised regulations really encourage bankers in granting 
liberal credit by removing ambiguities in previous regulations 
which have led many of them to restrict credit in the un- 
certainty as to exactly what they could and could not do 
under the regulations; that the present stalemate in bank 
credit is due not to restrictions on bank loans and invest- 
ments but to other causes, including a lack of demand for 
credit except in cases which the new regulations are de- 
signed to meet;' and that, in any event, the changes in 
regulations they propose really meet the objections of the 
Reserve authorities. 
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Mrs. Biarr, who is director of the Women’s Finance Forum, 
Chicago, wrote an article in May BANKING, The Market for 
Service to Women. This month she discusses the value of 
budgets. 


necessary to win their confidence. Then it is a simple next 

step for the woman to come into the bank, of her own 
volition, for assistance. After that it is up to the bank to 
outline, step by step, in as simple and understandable terms 
as possible, just what each department of a bank does and 
what it has to offer, how it fits into plans for building an 
estate, conserving an estate, or distributing an estate. These 
are the primary considerations of any woman’s financial 
outlook. 

The most effective way to introduce a program such as 
this would be through a special service department. At the 
head of the department, as the first step in winning confi- 
dence, should be a woman—one who understands finance 
and banking, but above all one who can discuss them simply 
and sympathetically. She must have tact which comes from 
a broad understanding of human nature. She should be the 
type that would inspire confidence in other women. She 
should be the connecting link, the buffer, between the wom- 
an customers and all officers or other employees. A large 
order, but such women can be found. 

The principal work of such a service department would, 
naturally, be educational but that purpose should not be 
made obvious. Perhaps its best outward appearance might be 
a budget guide service. Budget guide, though, is really a 
misnomer. Instead of a budget plan it is more properly a 
guide for living. 

This guide must be a simple plan which tells what money 
can and will do towards carrying out one’s life plans. It 
must make the most of income. It should not merely be 
a record of expenditures, but rather the inspiration to 
keep within one’s income and a guide towards thrift. Wom- 
en as a rule do not like bookkeeping and find that keep- 
ing records is irksome. Budgeting should be a profitable, 
pleasurable experience, more fascinating than working a 
crossword puzzle. Women must be taught how to use this 
aid properly, for it is the basis of a successful home. They 
should be encouraged to begin their money management by 
definitely knowing their spending habits. They should be 
told to keep an exact record for one month, putting down 
every penny spent, not forgetting pennies for stamps, news- 
papers or the lollypops for Johnnie. At the end of the month, 
these amounts should be placed under six major headings, 
which are the essential needs the world over—shelter, 
maintenance, food, clothes, advancement and, certainly, 
savings. These new customers should continue keeping a 
daily record for two or three months longer and try to spend 
only what they can afford. After this length of time they 
should know how to live within their income and how to 
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L order for a bank to gain women’s business it is first 


Teaching Women to Save 


By LORRAINE L. BLAIR 


distribute the income proportionately. Whether 20 per cent 
goes for shelter, 25 per cent for food, 20 per cent for clothing, 
10 per cent for maintenance, 15 per cent for advancement, 
10 per cent for savings, or whether their income when dis- 
tributed percentage-wise, figures differently, there is no set 
rule to follow. It depends upon the number in and ages o/ the 
family, the total income, the personal tastes, temperament, 
habits and ambitions of each member. 

When the life objectives are determined and the desires 
are analyzed and the cost of each ascertained, then they can 
be placed in the budget. The major desires usually are for a 
home, car, travel, education, a retirement fund, or the 
building of an estate. 

It is often necessary to be rudely awakened to the need of 
a definite spending and savings plan. This can readily be 
done by putting down the amount of money one has actually 
earned or has been brought into the home since marriage. 
The next amount would be the cash on hand if all assets are 
liquidated. It generally is so startling to see the difference of 
these two figures that one becomes determined not to con- 
tinue living on the same scale in the same way. The third 
figure should be the estimated income from now to the re- 
tirement age. From this amount the estimated cost of the 
desires for the future should be subtracted. The remainder 
can be distributed under the regular budget headings for 
daily expenditures. 

A service of this type would be one of the finest that could 
be offered to an individual. Poverty and suffering would be 
reduced and more homes would be secure. Greater happiness 
and contentment would be created, millions of dollars that 
are now inactive or buried in baking powder cans, china 
pigs and safety deposit boxes would be put into circulation. 
This encouraging of spending and safe investing would 
stimulate business. It would create a more even partnership 
and understanding between men and women, since each 
would have his equal place in the social and economic status 
of marriage, working for mutual advantages. 


OTHER BANK SERVICES CONTRIBUTE 


IT would be both natural and easy to lead from this out- 
line of a financial life program to the next steps—investing, 
safekeeping, conserving, etc., all of which would bring in the 
services of other departments in the bank. 

Someone may ask, “ How will you attract the women after 
you have established the necessary facilities?” To which we 
answer, “Far be it from us to encroach upon the advertising 
man’s field.” Give him the facilities and he will do the in- 
troducing that will attract women. Perhaps it’s direct mail, 
perhaps newspaper or billboard advertising, or lectures at 
women’s clubs and other organizations. The banker must 
take the first step by being sincerely interested. And he 
shouldn’t do it if he looks for profits in three months or even 
six months. They won’t be there. This is a long range pro- 
gram but one which will be profitable in the long run, both to 
the bank and to the community it serves. 
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Insurance Premium Financing 


By MILAN V. AYRES 


URING these days of low interest rates many banks 
D have given some thought to the possibility of in- 

surance premium financing as an outlet for funds. 
This financing, because of the type of collateral, appears to 
bankers to be such that it can be conducted along with other 
loan operations. The National Association of Sales Finance 
Companies and its members have received numerous in- 
quiries from bankers relative to this type of financing. 

Insurance premium financing is a service furnished by a 
financing institution whereby it pays the premium called 
for by an insurance policy, at the time or shortly after the 
policy goes into effect, and collects from the assured a suit- 
able down payment and the remainder of the premium plus 
a financing charge, in a series of monthly payments. As 
security, the financing concern obtains from the assured a 
power of attorney authorizing it to cancel the insurance in 
case of any default on an instalment note and thereupon 
receive the unearned portion of the premium from the in- 
surance company, retain therefrom the amount of the unpaid 
portion of the instalment note and return the remainder to 
the assured. 

If there were only one type of insurance to be financed, it 
would perhaps be true that any finance company or bank 
officer could learn in a day or two to pass intelligently upon 
all applications for insurance financing. There are, however, 
many types, such as fire, windstorm, boiler explosion, public 
liability, employers’ liability, and the group of automobile 
risks including fire, theft, collision, liability for death and 
injury, and property damage liability. 

In connection with the extreme specialization of this field, 
a brief résumé of the essential office routine follows: 

First: The policy to be financed must be examined and 
compared with the premium finance contract, to determine, 
among other things: 

(a) Whether it is a type of policy on which return premium 

will be paid in the event of cancellation. 

(b) Whether it is a type of policy on which the premium 

is subject to adjustment after audit and on which the re- 

turn premium is contingent. 

(c) Whether policy is in the name of two or more persons 

jointly, whereas the contract is signed by only one. 

(d) Whether the policy contains a mortgage clause which 

might result in the finance company’s finding itself without 

a collectible return premium in the event of serious 

loss. 

Second: Some form of acknowledgment must be sent the 
insured informing him when and how payments are to be 
made. Most companies supply a coupon book. 

Third: The insurance agent must be advised. 

Fourth: The insurance company must be advised. 

Fifth: The premium must be remitted to the agent, or to 
the insurance company, depending on advice from the insur- 
ance company. 

Sixth: The account must be set up on the books and provi- 
sion made for collection of monthly instalments. 
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“A bank can do this type of financing, just as it can do 
any other type, if it will set up the right kind of organiza- 
tion and follow correct practices. It seems that only those 
companies have remained in the business whose plan of 
operation has embodied the following points. 

“First: An organization trained to follow completely the 
steps detailed below, which comprise the irreducible 
minimum of office work, if accounts are to be given proper 
attention and the security behind each contract protected. 

“Second: A sufficient volume of business available to 
reduce the aggregate handling cost to a low figure per 
contract, somewhat below the minimum charges. 

“Third: An adequate minimum charge. Otherwise un- 
seen losses resulting from handling accounts at less than 
cost undermined the structure from within.” 


— The Author. 


Seventh: Insured and agent must be advised of delin- 
quencies. 

Eighth: Insured and agent must be notified on cancella- 
tion. 

Ninth: The return premium must be collected on can- 
celled policies. 

If this detail is followed closely there is little possibility of 
serious loss, although there are regularly small losses. Prece- 
dent has pretty well established a 20 per cent down payment, 
which covers the short-rate earned premium for 30 days. As 
a practical matter, however, it is not possible to cancel the 
policy in less than 45 days, with the result that if the insur- 
ance company cancels short-rate, which it is privileged to 
do, a small loss is sustained on all business cancelled in the 
early stages. Most companies in the business report that they 
are obliged to cancel about one out of ten contracts. 

Insurance agents have been known to perpetrate fraud 
upon the financing company. This is possible where the 
practice is for the financing company to pay the premium to 
the agent, who then transmits it to the insurance company. 
There have been cases where agents have submitted to the 
financing company policies calling for very much greater 
amounts of insurance than the assured had agreed to take 
out, and other cases where purely fictitious policies insuring 
non-existent buildings have been used. 

Last, and most important, among the deterents to this 
business, is inadequate rates. The prevailing rates are entirely 
out of line with the fixed cost of handling transactions. The 
same company mentioned above reports that the average 
service charge per contract in 1937 was $3.26, whereas the 
pure cost of handling a contract (exclusive of interest on 
borrowed money, etc.) was $2.11. Despite the fact that this 
company does have a minimum charge, it is not sufficiently 
high to cover actual handling cost, with the result that there 
is an estimated loss on 40 per cent of the contracts handled. 


(The author is an analyst with the National Association of 
Sales Finance Companies.) 
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Mr. WHITE, vice-president of the Liberty Bank of Buffalo, 
New York, has written a number of articles for BANKING, 
which, like this one, deal with industrial research. His bank 
maintains an industrial research service for customers. 


a friend. “I lost my job and went home to my father’s 

to live. My wife went to her family, and we sent the 
children to the orphan asylum. I shot my dog and, if things 
get much worse, I’ll have to give up my car.”’ The automo- 
bile is now looked upon, not as a luxury, but as one of the 
last necessities to be given up. 

Today there are over 29,000,000 motor vehicles registered 
in the United States, with another 13,000,000 in other parts 
of the world. Here is an industry that has revolutionized life 
within the span of one generation. In normal times, it fur- 
nishes direct employment to more than 500,000 persons, and 
indirectly gives work to 6,000,000 more. 

This modern industrial giant, Atlas-like, carries other 
giants on its shoulders—the great petroleum industry, the 
rubber industry, and the plate glass industry, to mention 
only a few. In fact, the “horseless carriage” of yesterday 
has grown to be the greatest single user of raw materials the 
world has ever known. 

What is new in automotive transportation? What are the 
current miracles about to blossom forth that will convince 
us we ought to turn in that “jallopy” which right now looks 
good enough for at least one more season? 

Changes during the past three years have been held to a 
minimum because customers’ demand was good, but now the 
industry is recognizing the necessity of stimulating consumer 
demand, and sweeping model changes are a logical, immedi- 
ate expectation. However, they will not be as radical as 
contemplated earlier in the year. Sales figures have not been 
encouraging, but, in spite of this, some orders for new, heavy 
body dies have already been placed. 

More hoods will be one piece and lift from the front. 
There will be smaller radiator grills. More headlights will be 
recessed into front fenders. There will be a distinct tendency 
toward flatter roofs. Windshields and rear windows will be 
of single instead of divided plates. The new models will be in 
keeping with consumer demand of greater economy in op- 
erating costs. 

A few years ago the fad was toward streamlining. Next 
year, the major new appeal will be air-conditioning. Nash 
Kelvinator was the first in the field and already markets a 
car with “conditioned air,” and the research laboratories of 
Ford, General Motors and Chrysler have been busy per- 
fecting advanced air-conditioning units so that motorists 
may ride through dust, smoke, heat or cold with a degree of 
healthful comfort now impossible. 

Real problems still confront automotive engineers in 
coping with the proper conditioning of air in motor cars. 
The experimenis of Nash showed that peculiar things hap- 
pen when a car is in motion. A partial vacuum is formed 
inside the passenger compartment. No matter if all windows 
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The Automobile Is Here to Stay 


are closed, jets of dusty, cold air are drawn into the car 
at the margins around doors and windows. Engineers cal] 
this “infiltration.” Discovery of this phenomenon led to a 
complete reversal of the movement of the air so it would 
travel out of the car, through door and window margins, 
rather than into the car, through the same openings. The only 
apparent way in which to bring about this condition was to 
provide a pressure inside the automobile, instead of a partial 
vacuum. 

The new conditioned air systems now being developed for 
Winter driving already make possible distinct advantages. 
They provide so much heat capacity that it is possible for 
occupants of the car, in front seat and back, to drive with- 
out heavy wraps in Winter weather. Filtered, conditioned 
air is evenly distributed to all parts of the car, under pres- 
sure, and the outward flow of air overcomes the chilling 
drafts which formerly entered through door and window 
margins. The system furnishes more than adequate ventila- 
tion, even though the windows are tightly closed. Thus, 
headaches and drowsiness due to lack of oxygen are avoided, 
and motoring in Winter becomes not only healthier but 
safer. The conditioner also eliminates windshield steaming 
and fogging, always a Winter driving hazard. 

More new models will be equipped with super-chargers 
which give much greater acceleration at relatively high 
speeds, useful in passing other vehicles, especially on narrow 
roads and with heavy opposing traffic. 

Ford says, “ We are working on improving the combustion 
in engines, the development of automatic transmission, and 
independently sprung rear wheel construction. Probably 
the greatest strides in our organization have been made in 
the field of metallurgy and chemical engineering. Five years 
ago, it would have been impossible to build our present car 
because the present steels had not then been developed, and 
the chemical processes and treatments, now commonplace, 
were unknown. The enamel we used five years ago had a life 
test of only about one third our present enamel. Enamels, 
at that time, required two hours of baking. Our present 
enamel is a much superior product and, through processes 
developed by us, is baked in about four minutes.” 


A REVOLUTION IS GOING ON 


THERE are many revolutionary innovations being worked 
on, such as the three wheel, low gas consuming, $350 car, 
which is being developed in Rochester, and the Herrman 
Barrel Type Engine, which will weigh and cost half or less 
than the conventional automobile engine using conventional 
materials. It will be inherently balanced, with no vibration. 
Torsional problems do not exist because there is no crank 
shaft. 

Then again, there are new testing devices for automobile 
parts that strain the imagination. The profilometer is one 
of these just coming into use. Can you imagine an instrument 
for testing surface accuracy that magnifies 50,000 times? 
It will make a human hair appear 15 feet across. So exacting 
have become the demands of the modern automobile that 
surface irregularities less than a hundred thousandth of an 
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By BERT H. WHITE 


inch are sufficient cause for rejection. The profilometer is a 
new instrument which affords this measurement accuracy 
with the accompanying rapidity necessary in actual produc- 
tion. 

The recent settling of the long conflict over patent rights 
on the use of polarized materials is highly important news 
for glare-blinded, night driving motorists. Non-glare head- 
lights may soon be standard equipment on all new motor 
cars. The headlights of each car will polarize the light they 
emit, and the windshields of other cars will be “crossed” 
with the material in the auto headlights, this crossing pre- 
venting the headlight rays from coming to the eyes of the 
driver. Instead of a blinding glare, which motorists know 
so well, the oncoming car shows only two blue-purple glows 
for its headlights, and the outline of the approaching car is 
revealed by the lights of the motorist’s own car. Highways 
at night will change from a glaring splash of blinding light 
and become comparable with driving down a moonlit road, 
as far as visibility is concerned. There are still minor prob- 
lems, but the road is now open. 


HOUSES ON WHEELS 


WHETHER trailers come under the head of housing or trans- 
portation may be debatable. That this is a rapidly growing 
industry of large possibilities and wide social implications, 
however, is beyond argument. Over 900,000 trailers are now 
registered in the United States. The commercial use of trail- 
ers to display merchandise is barely in its infancy. Quite 
probably the use of commercial trailers in connection with 
the actual sale of goods or services will increase steadily. 
This is a factor that may even touch the operation of large 
department stores and mail-order houses. The size and com- 
fort of trailers is constantly being improved and thousands 
live in them the year ’round. It is already practicable to air- 
condition a trailer, and when dry ice, made by the new cheap 
process, comes into vogue, the problem of proper refrigera- 
tion of foods in trailer kitchens will be pretty well solved. 
The only remaining problem is sewage disposal, and this will 
be solved in time by wayside dumping facilities. 

Over three and a half million motor trucks are registered 
in the United States. Trucks now are being limited as to 
weight by state laws; otherwise they could be greatly in- 
creased in size and cargo capacity. Aluminum bodies are 
helping to increase cargo capacity, and truck operators are 
cashing in. For example, a body weighs 1,200 pounds in 
aluminum, while an identical non-aluminum body weighs 
3,700 pounds. Thus, with no additional effort or fuel, the 
former can haul an additional 2,500 pounds of “bonus load.” 

One of the biggest developments affecting long hauls by 
buses and trucks is the rayon cord super-tire for the highway 
express, a product of the joint research of du Pont and 
Goodyear. These new tires do not heat up under long steady 
runs and have given unbelievable mileage. Some have al- 
ready traveled in excess of 125,000 miles. 

Talk to an automotive engineer for half an hour and the 
chances are better than even the discussion will swing to 
Diesel power plants. There is more Diesel research in the 
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NO other major industry expends so much time and effort in 
research, makes such large investments in better means of pro- 
duction, and is so ready to improve its handiwork as the auto- 
mobile industry. Our social and economic life would not be what 
it is today if automobile men had ever been satisfied with their 
achievements. During the whole evolution of the motor car, from 
the horseless carriage to the marvels of today, improvements 
have been at a rate and with a persistence for which history has 
no parallel.—WaALTER P. CHRYSLER 


automobile industry’s laboratories at the moment than at 
any time since motor vehicles began coming off the assembly 
lines. 

The Diesel, admittedly, has not yet reached the stage of 
mechanical perfection in the passenger car division, but the 
engine is now adaptable to large scale use in the truck field 
by virtue of its proved superior efficiency over gasoline units. 
In Germany, 90 per cent of the trucks are Diesel driven. 
General Motors predicts that its Diesels will operate at half 
the cost of gasoline engines and with greater simplicity. 
Impatient prophets who interpret this as a sign that auto- 
mobiles with Diesel engines are close at hand will have to 
burn while General Motors fiddles, according to C. F. Ket- 
tering, General Motors’ research spokesman, who states: 
“You would not buy a Stradivarius violin and give it to a 
man to play in Carnegie Hall the same night. We know we 
have a good fiddle, but we have got to do a lot of practicing.” 

A test was recently made using two trucks, one Diesel 
driven and the other using a gasoline engine, performing 
identical services. The distance covered was 1,000 miles, with 
a pay load of 18 tons. The gasoline engine used $41 in fuel, 
while the Diesel used $7 worth. However, it should be borne 
in mind that many of the comparisons of Diesel fuel oil costs 
with gasoline are misleading. Fuel oil is not generally taxed. 
Gasoline frequently carries a sales tax ranging from 30 per 
cent up to more than 100 per cent. A pronounced shift from 
gasoline to fuel oil would almost immediately be followed by 
corresponding taxes on the latter. 

While leaders in the motor industry are by no means fixed 
in their views, and decidedly not unanimous, the reported 
long time trend in automobile construction is as follows: 

Size—About the same as at present, which, after all, is 
based on the size of human beings. We should not forget that 
the small English and Continental cars are the product of 
taxes on large motors and the high prices of fuels and lubri- 
cants. The new tax alone on gasoline in England is 18 cents a 
gallon. 

Weight—Undoubtedly less through the continued develop- 
ment of lighter metallic alloys and the possible cheapening 
of aluminum. 

Streamlining—Some trend in this direction beyond today’s 
designs, but probably the gradual working out of details 
rather than radical changes. 

Speeds—Not much beyond the performance of current 
models. From the standpoint of safety, a good deal of re- 
sistance to increased highway speeds has grown up even 
where fast travel may be feasible. 

One thing is certain—America will continue to motor 
ahead with greater and greater comfort, convenience and 
economy. 
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Coast-to-Coast Police Radio 


Washington, D. C. 

NATIONWIDE, interstate police radio hook-up for 

A the prevention of crime and the apprehension of 

criminals was once a dream of progressive law enforce- 

ment agencies. It is so rapidly becoming a reality that it can 

now be fairly said that in the more populous areas of the 

country an effective system has already been established. 

Progress in that line during the past four years has been 
greater than in all the previous history of the nation. 

There are still some weak spots in the system, several 
states are yet to assume their full part, and much remains 
to be done in the way of coordinating the physical facilities 
already in operation. In practical operation, however, there 
is really more effective cooperation than mere statistics 
would indicate. Not quite half of the states have state-wide 
police radio or other communication organizations which 
cooperate with those of other states, but in the states without 
such systems municipal stations usually give partial coverage 
in cooperation with extra-state set-ups. 

At the present time there are two outstanding inter-state 
systems which dovetail into each other and form what may 
be considered the basis of the national hook-up. The first is 
that of the northeastern states—New York, Pennsylvania, 
New Jersey, Massachusetts, Connecticut, Vermont, New 
Hampshire and Delaware, the “eight states system.” This 
operates on a leased wire teletype hook-up. It has teletype 
connections with Massilon, Ohio, and in this manner estab- 
lishes connection with the second system, which embraces 
Ohio, Michigan, Indiana, Illinois and Iowa. This is a radio 
telegraph system. A similar organization is being perfected 
to include Oklahoma, Texas, Arkansas and Louisiana. 


WAVES ACROSS THE CONTINENT 


ON the Pacific Coast there is a fairly well coordinated 
system, embracing Washington, Oregon and California, 
which is being extended to include Arizona. In the south- 
eastern states a hook-up is being organized around the state 
police radio system of North Carolina, and in the meanwhile 
the police authorities of both the Carolinas have an inter- 
state police association and authorities of Virginia, Georgia 
and Tennessee are cooperating so far as possible. The New 
England teletype system is expected to extend into Mary- 
land, the District of Columbia and Virginia. The Maryland 
legislature has already authorized the extension to that state 
but failed to make the necessary appropriation. 

None of these systems is clear-cut or in any way exclusive, 
either as to scope or method of operation. In most of the 
northeastern states where there is an interstate teletype 
system the latter is augmented by one- or two-way radio 
telegraph or telephone, municipal radio, telephone or tele- 
graph service or supplemental state radio service. On the 
other hand, the radio-using states also use practically all 
other means of supplementing their principal services, 
including long distance telephone and wire telegraph. 

This complete network of almost instantaneous communi- 
cation between the authorities of the several states and those 
within the states themselves has made possible the high 
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degree of efficiency of what is known as the blockade system, 
which has reached its principal development in the north 
central states. The police authorities in Michigan, Ohio, 
Indiana, Illinois and Iowa have laid out a system on maps 
which is familiar to every law enforcement agent. 

Under the radio systems in these states each police car, 
patrolman or other police unit knows exactly where to go 
when a particular emergency call is issued. The result is 
that three concentric rings of officers can be thrown around 
the scene of a crime within from 20 minutes to half an hour 
after the alarm is given, the outer ring including points 
within approximately 60 miles of the scene of the crime. In 
Illinois, for example, there are 37 variations of this blockade 
design, each covering a different part of the state and all 
covering the entire state. Each of these 37 blockade plans 
has a code signal and when that signal is given each patrol- 
man or other unit knows exactly where to go and what is 
expected of him. 


PORTABLE RADIO IS USEFUL 


IN most states it has been found impracticable to cover the 
entire state by one radio station. Illinois has seven stations, 
Ohio five, Indiana five, Florida seven, and so on. Many 
states also are now providing movable radio transmitting 
and receiving stations in trucks which can be moved to 
scenes of disaster or disturbance and thus enable the 
authorities to maintain instant communication not only 
with headquarters but with every part of the state. These 
portable radio plants are especially numerous in the Pacific 
Northwest where they are operated in connection with the 
state road patrol system. They have long been in service in 
connection with the system of road clearance in Winter, 
many of the units being attached to snow plows. In nearly 
all the states road patrols supplement the police organiza- 
tions and every agency of the state governments cooperates. 


BANKERS HAVE CONTRIBUTED MUCH 


AS is generally appreciated by law enforcement agencies, 
the bankers of the country have been very influential in the 
building up of the state and municipal radio police systems. 
The original broadcasting plant in the state of Iowa was 
presented to the state by Iowa bankers. In Indiana the 
bankers furnished the greater portion of the fund for the 
establishment of the original plant in that state, while in 
other states organizations of bankers have given both time 
and money to secure necessary legislation for the establish- 
ment of both municipal and state police radio systems and 
have been very influential in bringing about cooperation 
between the states in these matters. 

Bankers have had their direct reward in the fact that, 
whereas there were 606 bank robberies involving a little 
over $4,500,000 reported in 1932, the record had been 
reduced by 75 per cent by last year with around half a 
million dollars involved, most of which was recovered. In 
the past fiscal year in Illinois, for example, there were only 
three bank robberies reported, in all of which convictions 
were had and in which the net loss was $1,397.45. 
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A Pension Prescription 


By EDWARD J. GREEN 


THE AUTHOR, who is with the firm of McReady Pension En- 
gineers, Indianapolis, Indiana, describes here the essentials of 
a sound pension plan from both employers’ and employees’ 
stand points. 


HERE are five fundamental factors which are essential 
7 the successful operation of any pension program. 

1. The plan must be actuarially sound. The operation 
of an unsound program is frequently worse than none at all, 
because it raises false hopes, destroys confidence and fails to 
solve the problem. Moreover, it must be actuarially sound in 
order to qualify for the very favorable tax exemptions. As 
pointed out previously, most of the early plans were unsound 
and as a result many such programs are now finding them- 
selves in difficulty. 

2. The plan must be practical. If work is such that em- 
ployees are unfit after 55 or 60, it would be absurd to desig- 
nate 70 as the normal retirement age. Contributions from the 
employees should be well within their ability to pay. In 
short, the plan should be workable, practical, and simple 
enough to be understood and appreciated. 

3. It must be flexible. Tremendous economic and social 
changes have occurred during the past ten years, and it is 
reasonable to assume that the changes may be as great dur- 
ing the next decade. At the present time the situation is 
complicated by the old age benefit section of the Social 
Security Act, which was brought forward to assist in solving 
the problem of old age dependency. Even its most ardent 
advocates, however, did not claim it would be a satisfactory 
retirement plan for industry. Regardless of whether or not 
you approve of the Social Security Act, the fact remains that 
some such program is here to stay. Many of the technical 
details will need to be revised, but the history of social in- 
surance indicates that the movement is like a snowball roll- 
ing down a mountain side. It may be diverted, but cannot be 
stopped, and its inclination is to grow larger the farther it 
proceeds. Many pension programs are now being set up to 
supplement the meager social security benefits. If these 
benefits are changed in the future (and they undoubtedly 
will be), it may become necessary to revise the supplemental 
programs. 

It is, therefore, of utmost importance to have a plan that 
can be kept abreast of the times. 

4. The plan must be attractive to employees. This re- 
quires a plan that is fair and equitable to all, providing 
benefits of sufficient amount to assure a comfortable retire- 
ment income and a proper share of the fund in the event of 
termination of service after a reasonable length of time. One 
of the greatest benefits of a pension program, and perhaps 
the only immediate benefit, is the improvement of employee 
relations. In order to accomplish this, the plan must not only 
be attractive but it must be so presented to the employees 
that they will become enthusiastic about its benefits. This is 
particularly true if the program is financed partially by con- 
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tributions from the employees, for when you make payroll 
deductions you are likely to get an adverse reaction unless 
the employees are sold on the plan at the time of installation 
and a definite program is maintained so that they will retain 
a favorable attitude. Some of the best pension programs in 
operation today are losing a great deal of effectiveness be- 
cause proper care has not been taken along this line. It is 
difficult to place too much stress on this point. Mortality 
tables show that more than a third of the new employees 
will die before reaching retirement age. In practically all 
concerns, labor turnover will eliminate at least another third. 
Thus over a period of years, less than a third of the original 
members will ever receive the ultimate benefits of the plan 
in the form of a retirement income. In order to obtain full 
cooperation it is essential first to have a plan that is fair and 
equitable to all employees, whether they live, die or with- 
draw; and, second, the plan must be sold to them con- 
tinuously. 

5. The plan must be profitable to both employer and em- 
ployees. This point is of major importance, because you can- 
not expect the employees to become enthusiastic about a 
plan that could perhaps be duplicated through their own 
efforts, nor can you expect the employer to become inter- 
ested unless he can realize an immediate return in improved 
efficiency and increased good will that has a greater cash 
value than the amount of money invested. 


WIDE VARIATIONS ARE POSSIBLE 


ALTHOUGH these five fundamental factors are essential to 
the success of any pension program, there is wide variation 
in the method of establishing and operating a program and 
in the selection of benefit features to be included. These can 
best be determined by the particular circumstances and the 
amount of money available. 

There are four general classifications of pension programs: 
informal, individual contracts, group annuities and trust 
fund. 

The first type should be eliminated from further con- 
sideration because the results obtained are almost univer- 
sally bad. The second and fourth methods should always use 
the services of a competent trustee, and the third method, 
involving the use of group annuities, can frequently be 
strengthened materially through a trust arrangement which 
provides greater security for the beneficiaries and a higher 
degree of flexibility for the program. The future of pension 
trusts seems very bright, but dangerous due to the highly 
technical nature of the work and the many complications 
that are encountered. The installation of a sound, practical, 
and effective program requires the cooperative effort of trust 
officer, attorney, and experienced pension consultant. 

Pension trusts open a great new field of profitable activity 
for the trust department because they render a valuable 
service to customers and clients, provide greater wealth, 
happiness and security for employees, and at the same time 
keep these accumulated funds in the local community. 
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The Ancestry of 


The author describes here the complicated land title “ sys- 
tem” that has grown up in varied forms through the United 
States. He is associate professor of business administration 
and instructor in real estate and banking, School of Business 
Administration, University of Oregon. He is the author of Land 
Title Assuring Agencies in the United States. 


T is probably paradoxical to refer to the plan by which 
titles in the United States are transferred and assured 
as a system. To those engaged in lending funds on real 

estate who come in contact with the problem of title assur- 
ing, the words “hodge-podge” might be more appropriate 
than ‘“‘system.” Nevertheless, the plan or structure of title 
transfer as used in this country is a distinct one found no- 
where else in the world in complete form. 

Just what constitutes this so called American land title 
system? It appears to be made up of four parts: first, the 
system of recording instruments affecting land interest in a 
public repository; second, a system of land survey which de- 
fines the territorial limit to which rights in land may attach; 
third, the mass of real property laws found in the codes, 
statutes and ruling court decisions of some 48 states, no two 
of which can be said to be exactly alike; and fourth, various 
private title assuring agencies that augment the afore- 
mentioned recording system. There might be included a 
fifth, the Torrens System of land title registration. 


THE RECORDING SYSTEM 


THE recording system had an interesting and accidental 
beginning. When our Pilgrim forebears cast anchor in 1620 
off the shore of what is now Plymouth, they found their first 
title problem in establishing claim against certain original 
Americans who cleared titles with tomahawks instead of 
abstracts. The Puritans gained their titles by a sovereign 
grant of the English government and, adversely, against the 
Indians by liberal use of lead and flintlocks. The next prob- 
lem was to protect the title of each settler against other set- 
tlers, particularly those who differed in the matter of religion. 
As early as 1627, the Plymouth colony fathers set up a sys- 
tem of recording transfers of land by requiring that the deeds 
be written into the colony books. It appears that the motive 
was largely that of keeping out non-conformists. The Massa- 
chusetts colony statute of 1640 was less ecclesiastical in 
purpose, for it stated that henceforth all mortgages, deeds, 
etc., should be recorded in order to avoid fraudulent con- 
veyances, and that everyone should know what estate or 
interest other men might have in property. Other colonies, 
and states after 1783, adopted this recording plan. 

In colonial times and perhaps as late as a hundred years 
ago, this was a fine system; but in the intervening years, 
social forces were at work to make it a hit and miss proposi- 
tion for any but the expert to search the records and expect 
to arrive with a given title properly deduced. Records piled 
up with each succeeding year at an ever increasing ratio, as 
the migrations surged across the sea from Europe and over 
the American continent. When cities became metropolitan 
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Our Real Estate 


areas with land values a hundred times what they were when 
the recording system was an infant, the recording system 
faltered and had to be revitalized by the introduction of 
auxiliary agencies—the professional title assurers. 

One reason for the insufficiency of the public recording 
system is to be found in the public notary system. As is well 
known, before an instrument can be recorded, it must be 
acknowledged before some designated public officer who in 
most instances is the notary public. The purpose is to give 
the instrument a purge so that it will emerge as authentic. 
Since most notary acknowledgments specify that the in- 
dividual executing the instrument was personally known to 
the notary, and since the assumption was that a notary 
would never tell a lie, a recorded instrument was deemed 
prima facie authentic. Again, times have changed original 
premises. In yesteryears, the notary probably did know 
personally every person who came before him. But today 
there must be hundreds of acknowledgments taken with an 
introduction obtained only by the use of a driver’s license or 
the glint of a half-dollar. We should not be too hard on the 
notaries, for most of them no doubt are conscientious; but to 
expect them as body to keep the records clear of fraudulent 
instruments in modern times is an impossibility. 


THE SURVEY SYSTEM 


AMERICANS might well be proud of their general plan of 
governmental survey, had the theory of it been carried out 
in the practice. Thomas Jefferson and his cohorts enacted in 
1785 the Land Ordinance, which provided that lands ceded 
by the colonies under the Articles of Confederation be ad- 
ministered and surveyed by the Federal Government. The 
rectangular system, breaking land area up into townships 
six miles square, into ranges of townships, and into sections of 
one mile square, has never been improved upon. But the 
difficulty came in getting competent surveyors to run these 
lines and tie them accurately to meridian and base points. 
As in all government enterprises, the surveying job fell into 
politics. Men secured contracts to make these all important 
surveys merely because they happened at the time to be 
Federalists, Whigs, Democrats, or Republicans and could 
tell a plumb bob from a chain. 

The Government rectangular system, whether good or bad, 
is found in all states with the exception of the original 
thirteen and Maine, Vermont, West Virginia, Kentucky, 
Tennessee and Texas. In the three latter states there is some 
state surveying which is somewhat similar to the Federal 
rectangular system. The presence or absence of a pre- 
existing survey has had its effect on the subsequent method 
of assuring title. The abstract-opinion method, described 
below, is roughly distributed over the territory covered by 
the Government survey, whereas that part of eastern and 
southern United States which lacked an original survey has 
followed the conveyancer method of title assuring to a large 
extent. 

In that part of the United States covered by the Federal 
rectangular survey, it became easy to index the instruments 
directly to the land to which they pertained, whereas in the 
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By DANIEL D. GAGE 


rest of the United States the recorded instruments were in- 
dexed to names of the parties involved. The name index 
system is much harder to follow and often leads the searcher 
astray. 


LAND LAWS 


THIS phase of the American land title structure covers too 
many concatenations to be even briefly discussed with a 
nontechnical approach. About all that can be done here is to 
point out some of the problems that arise with real property 
laws varying in each state. A great many individuals, who 
decry the complexity of assuring titles, allege that the chief 
cause is the multiplicity of rules covering rights in land. They 
maintain that if land laws could be simplified and made uni- 
form throughout the United States, the title system could 
be made more workable. No doubt there is a modicum of 
truth in this allegation. The statute books are undoubtedly 
encumbered with many useless and obsolete rules. A house- 
cleaning of the statute books would have a salutary effect on 
titles. But, on the other hand, as fast as the old rules are 
discarded it becomes necessary to provide new ones to care 
for the current conditions surrounding land utilization. In 
effect, land laws are not complicated solely because of the 
existence of old rules but because of continual extension of 
the rules. Complicated land laws are the result of the new 
uses to which land is put and to the increasing number of 
interests arising from these uses. 

The National Conference of Commissioners on Uniform 
State Laws have been working for years to secure uniformity, 
not only in general laws but in those pertaining solely to land. 
Some hope may be held out in this direction but complete 
uniformity throughout the states can never be obtained be- 
cause of the great difference in historical background, be- 
cause of sheer inertia, and because of particular localized 
conditions. The uncertainty of the law within a given state 
and variation between states make the title deduction so 
precarious in some jurisdictions that it is necessary to mini- 
mize the risk by the adoption of insurance principles. 

Before leaving this section, the general legal principle of 
land titles in this country should be left with the reader. It is 
this: Land titles in the United States are not simply record 
titles but are to be deduced from all the facts available, 
whether they be within or without the recording system. 
The net effect of this principle plus the need for insurance 
principles in minimizing risks inherent in titles will be noted 
in the next section. 


PRIVATE TITLE AGENCIES 


SUCCESSIVELY as the public recording system proved in- 
sufficient as a single plan from which to prove title, various 
methods have been introduced to supplement it. Most of 
these have risen from private sources. 

First came the conveyancer, that individual who searched 
the name index of the public records and drew from it a chain 
of the title to a given piece of property. He presented to his 
client his opinion contained in a letter, either accompanied 
with or without supporting proof in the form of an abstract. 
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This system, developed around the turn of the 18th century 
and adapted from the English plan, is still the prevaiting 
method in New England, Middle Atlantic, and South At- 
lantic states, with the exception of Florida. 

Next came a modified form of the conveyancer system which 
has gained the name of the abstract-opinion method. The 
distinction between these two methods is threefold. First, 
the function of searching is given to one individual or com- 
pany, called the abstracter, while the function of giving semi- 
judicial decision upon the facts revealed by the abstract is 
reserved for the title examiner or lawyer; second, the search 
has been carried on systematically through the use of a tract 
index usually contained in the office of the abstracter; and 
third, the complete title assuring document is made up of (1) 
the opinion, (2) the abstract, or the supporting proof, (3) the 
abstracter’s certificate which is merely a statement of the 
exact extent of the search. 

The third method, the title certificate plan, seems to have 
come into use about the middle of the 19th century. It is a 
combination method. The functions of search and interpreta- 
tion are again combined in a single agency, the title company, 
and the document is but a single sheet of paper which certi- 
fies as to the condition of the title without furnishing the 
supporting proof of the abstract. 

In the third quarter of the 19th century, 1876 to be exact, 
the method known as title insurance was invented in Phila- 
delphia, a city which seems to be proverbial for the astute- 
ness of its lawyers. This method varies considerably from the 
others in the title proving document, which is a guarantee or 
indemnification agreement, and not, as all three preceding 
ones are, merely opinions or the best guess as to the title. 


THE TORRENS SYSTEM 


IT was mentioned at the beginning that perhaps the Torrens 
System represents a fifth part of the title system of the United 
States. It is relegated to the end because it is available in 
only 18 states and is actually in effective use in only five or 
six. When the idea was introduced into the United States at 
the end of the 19th century, its protagonists anticipated 
great results from it. These hopes have not been realized; 
for in the 40 years of its existence it has not made much 
headway. 

For those who are not thoroughly familiar with this 
plan, it may be described as one which endeavors to 
combine the recording function with that of the assuring, 
keeping on file a perpetual inventory of every title. It may be 
likened to the present method of registering titles to auto- 
mobiles by the state vehicle departments. 

Trust and banking neophytes who come in contact with 
the land title machinery for the first time as well as old 
timers, who have battled with it for most of their lives, are 
naturally apt to look upon title phenomena as thorns in the 
side of commercial progress. They are inclined to be ex- 
asperated with recessiveness, routine and red tape. Periodic 
reform movements are started to simplify procedure. Yet 
those who have made a careful study of it have come to this 
conclusion: Much can be done, no doubt to secure a greater 
degree of uniformity of state laws, uniformity of title assur- 
ing documents; but, if individuals, institutions and govern- 
ments continue to expand the uses to which land may be 
put, they are automatically increasing the number of rights 
and interests which must subsequently be identified by 
laborious record search and legal judgment. It is part of the 
price which commerce must pay in return for the advantages 
it gains by the intense utilization of land. 
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Depositor’s Duty To Call for Statement 
ee a depositor is under a duty to examine his 


vouchers and check his bank statement within a reason- 

able time after he has received them, yet he is under 

no obligation to call for them. This is so even if, by reason of 

custom, the depositor knows that statements are made up 

at regular intervals and are available upon request to a clerk 
specifically designated so to serve the depositors. 

The nature and extent of the bank’s liability may be 
clearly presented by way of illustration. Assume that a bank 
returns to a depositor his vouchers, among which there is a 
forged check which an examination of the vouchers would 
have disclosed. The depositor fails to examine the state- 
ment. Assume further that subsequently, after a reasonable 
time has elapsed, there are additional forgeries of his signa- 
ture which the bank pays out; assume also that the bank is 
not negligent in honoring the checks since the signatures are 
exact duplications of the depositor’s signature. The depositor 
in the illustration cannot hold the bank liable on the later 
forged checks. 

If, however, the facts are changed in only one respect— 
that the monthly statement was not mailed to the depositor 
but instead was available for him at the bank in accordance 
with a long established practice of the bank, nevertheless, 
even though all other factors remained the same, the de- 
positor could recover on the subsequently forged checks. 

The American Bankers Association, through its Com- 
mittee on State Legislation, drafted a statute on the subject 
of payment of forged or raised checks, the purpose of which 
is to make definite that uncertain period called a “‘ reasonable 
time”’ in the rule of law above stated as to duty to examine 
bank statements. The period fixed in the statute is six 
months. After the elapse of this time a bank will not be 
liable to its depositors for the payment of money on a forged 
or raised check issued in the name of the depositor. Under the 
statute the time begins to run when notice has been mailed 
to the depositor that his paid vouchers are ready for deliv- 
ery; or, in case no such notice is given by the bank, the time 
begins to run from the return of the forged or raised check 
to the depositor as a voucher. 


Taxation—Notarization of Returns 


N the tax returns to 47 states and to the Federal Gov- 

ernment, there is a requirement which has been the 
bane of every taxpayer. This requirement is that his signa- 
ture be notarized. Quite often banks are called upon to 
perform this service for their depositors, and so for them 
too it is a burden. 

It would seem that notarization serves a two-fold purpose. 
Its primary function is to place the signer under oath in order 
that he may be prosecuted should he make a false return. 
A second purpose which it serves is to furnish a witness to 
the signature in the event that it becomes necessary to 
prove the identity of the signer. 

The only state in the Union which has dispensed with the 
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necessity of notarizing tax returns is Massachusetts. There 
the problem was met simply and efficiently. Under the 
Massachusetts law no oath or affirmation is required if to- 
gether with the signature there is a written declaration that 
it is made under the penalties of perjury. By this expedient 
the primary objective of notarization is accomplished. This 
law has been on the Massachusetts statute books since 1926 
and its operation is stated to be highly successful. 

In an attempt to follow the lead of Massachusetts the 
United States Senate inserted a similar provision in the 
Revenue Bill of 1938. In addition the Senate introduced a 
safeguard not provided for in the Massachusetts statute. To 
overcome the lack of a witness to the signature, the Senate 
provided that the fact that an individual’s name is signed to 
a filed return is prima facie evidence for all purposes that the 
return was actually signed by him. The conference com- 
mittee on the bill deleted that portion which provided for the 
substitution of the Massachusetts “under penalty of perjury 
declaration” for the now-existing notarization requirement 
but permitted to remain the safeguard as to evidence of the 
identity of the signer, intended to accompany it. 

Thus although some effort was made in the right direction, 
there has been no amelioration of the burden which the 
notarization requirement places on individual taxpayers and 
the banks who serve them. 


Federal Prosecution of Bank Forgers 


— §588B of the United States Code Annotated, 
dealing with the crime of robbery against an insured 
bank, was amended by Congress in 1937 (Act No. 349, 75 
Cong., ist Sess.) the intention was to extend the robbery 
statute to include burglary and larceny cases. This amend- 
ment was deemed necessary because of the incongruous situa- 
tion which arose whenever a crime against an insured bank 
was accomplished by entering the bank peacefully and walk- 
ing out with funds taken unnoticed. One who perpetrated 
a crime in the manner just described could not be prosecuted 
under the Federal statutes because such a crime was com- 
mitted without any force or violence and without putting 
anyone in fear — necessary elements of the crime of robbery. 
The amendment enlarged the scope of the section to add 
to the crimes which are punishable thereunder those which 
have as chief elements the entry or attempted entry into an 
insured bank with intent to commit in such bank any felony 
or larceny. However, the amendment is couched in such 
broad language that not only is it adequate to accomplish its 
expressed purpose, but it would seem to go beyond the scope 
contemplated. For example, under the section as now con- 
stituted the cashing of a forged check by the forger at the 
insured bank’s window would fall within the purview of the 
statute and would warrant Federal prosecution in those 
states where the crime committed is deemed to be a felony. 
Likewise the amended section would seem to cover those 
cases in which an insured bank is defrauded by the cashing 
of a check, knowingly drawn on insufficient funds, where 
such act is defined by state law as a larceny or felony. 
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30 Years On 


EVERAL years ago when a young paying teller in the old Han- 
S over National Bank in New York became interested in banking 
law as it affected his work, he subscribed to the Banking Law Journal. 
— =«Subsequently this teller, Lewis E. Pierson, became a close friend of the 
Se law magazine’s founder, publisher and editor, Thomas B. Paton, and to- 
gether they often discussed banking law problems. Mr. Pierson remembers 
r the i 3 : ge that one question bothered him particularly—the right of a corporation 
if to- =«oofficer to draw a check to his own order. 
that a ‘em : In 1908, a year before Mr. Pierson became president of the American 
dient in ; Bankers Association (he was then president of the Irving National Bank) 
This A fam he persuaded Mr. Paton to accept the newly created association office 
1926 of General Counsel, with the understanding that he would also become 
editor of the JOURNAL OF THE 
th ‘ The late Judge Paton AMERICAN BANKERS AsSOCIA- 
= i 1 TION which had just been au- 
| the thorized at the Association’s 
ed a oe F Executive Council meeting, 
VOL.1 NEW YORK Lakewood, N. J., May 5, 
nate 1908. One of the minutes of 
ed to \ that meeting is: ‘By Mr. 


“here 


t the Chapman—RESOLVED that 

com- y the Secretary be and he is 

r the hereby instructed to publish 

uy July 1908 ; monthly a Journal, the same 

to be devoted to the interests 

and for the information of the 

members of the Association. 

Duly seconded and carried.” 

: Mr. Paton relinquished the 

1 the ? SSS ; editorial part of his work after 
sand September 1914. 
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THE first issue of the JOURNAL OF THE 
AMERICAN BANKERS ASSOCIATION, now 
} BANKING, wasabout the size of the present 
ated, page area occupied by type. There were 
40 pages, the last of which was perforated 
for separate filing. It listed the names of 
the 67 institutions that had become Asso- 
ciation members during June 1908. 
7 (Twenty-four of these were in Minnesota, 
itua- § one in Alaska.) There were no pictures 
bank aud no advertisements. 
valk- The first article in this issue was “ Rec- 
rated ognition by Congress of the Principles 
‘uted — of Asset Currency”, by A. Barton Hep- 
burn, New York banker and one-time 
Controller of the Currency. He con- 
gratulated the Association on an educa- 
tional campaign through which it had 
add brought about a change in Congressional 
yhich viewpoint, in a year’s time, on the proper 
foan § basis for banknote currency. 
slony There followed an extract from a 
such Scribner’s article by J. Laurence Laughlin, 
sh its “Guaranteeing Bank Deposits—In Other 
scope Words, ‘Robbing Peter To Pay Paul’”’. 
oom. Other features of the issue were articles 
t the on the uniform negotiable instruments 
law, bills of lading, express company 
f the money orders, a suggestion that the Asso- 
those ciation set up a Bureau of Credit Informa- 
lony. tion, the annual convention to be held the 
those following September in Denver, legal 
shing opinions and the Protective Committee’s _4poye left, the curb market on Wall Street as it appeared in 1908. The A.B.A. offices then 
vyhere work (42 persons involved in bank crimes were a block north of the Sub-Treasury building at the head of Wall Street. Above right, 
were awaiting trial). Presidential Nominee Taft in 1908 
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1918 


IN July of the JouRNAL’s tenth year of publication, its size 
was still somewhat smaller than at present. The most im- 
portant fact about this particular issue of the magazine was 
that it was the first to carry advertising. The first advertisers 
were the Todd Protectograph Company (now the Todd 
Company), Bankers Trust Company, Christmas Club (Corp.), 
National City Company and General Acoustic Company 
(Dictograph). 

Much of this issue was naturally devoted to war-time 
finance. An editorial commented that: ‘‘The United States 
is incomparably stronger and richer than when the war 
started, richer in money and materials and stronger in its 
knowledge and power to use them.” The article on public 
utilities, listed on the issue’s cover (right), was by Paul M. 
Warburg, and Arthur Selwyn-Brown had an article, ‘Will 
Gold Currencies Be Discarded?”’, in which he suggested that 
they might be. Robert H. Treman, Deputy Governor, Federal 
Reserve Bank of New York, wrote on the ‘‘ Need of a Unified 
Banking System” 
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July, 1915 


THIs ISsuE— 


Debts and Bankruptcy 
Legalizing Export Combinations 
Acceptances for Savings Banks 
Public Utilities and War Financing 
the Farmer to Help Himself 
“In the Service” from the Banks 


i 


Left, a 1918 cartoon entitled 
“The Promising Pupil” 


Right, one of the best remem- 


bered posters by 
Chandler Christy 


Howard 


CULVER SERVICE 


Left, Secretary of War Baker drawing a 
number for the draft 


A jingle at the bottom of one page in July 
1918 was: 
Lick a thrift stamp every day, 
Hoard them like a miser; 
Do two bits for Uncle Sam 
And help him lick the Kaiser. 
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1928 


ON the ]OURNAL’s twentieth birthday the cover (below) 
drew attention to the question of interest rates. The 
leading article, “‘ Interest on Savings or Time Deposits”’, 
by the late W. R. Morehouse of Los Angeles, described 
an investigation which showed 14 different ways of 
computing interest on one given test account, the 
amounts of interest varying from $4.56 to $17.49. 
Compare ‘How Much Is 1 Per Cent?” by Herbert V. 
Prochnow in November 1937 BANKING.) Other articles 
covered public relations for savings bankers, ‘‘ The 
Diary of a Trust Officer,” Federal banking legislation, 
open market operations (written by A. C. Miller of the 
Federal Reserve Board), ‘‘ Bonds at Their Initial Offer- 
ings”, The Check on Brokers’ Loans”’, aviation, ‘“‘Why 
| Opened My Account With Your Bank”, thrift pro- 
motion by the New York Telephone Company, trust 
services and farmer-banker work. 

Cartoons reproduced from current newspapers 
touched on prosperity, political obstruction of business, 
excessive market speculation and overly numerous taxes. 
An editorial was headed ‘Research in Banking’’. 
“The Condition of Business” pointed out that the New 
York Times’ index of 25 industrial stocks stood at 257, 
down 16 points from the year’s high. In discussing re- 
cent stock market declines, it was stated: ‘“‘ The action 
of the stock market demonstrated a number of things: 
that the rapid bidding-up process could not go on for- 
ever; that daily breaks of several points could occur; 
.. « Only by such a jolt could many men be awakened 
from the dream of quick fortunes made on soaring 
prices, back to the reality of laborious earnings and 
sound values.” 


> The Unauthorized Rate 


1928 was a year of first flights and other aviation records. 
Amelia Earhart, for example, became the first woman to fly 
the Atlantic when she landed in England in June of that 
year. (In the picture at the right, Miss Earhart is in the 
center of a Southampton crowd.) In the July JourNat, 
W. D. Longyear, former A. B. A. Treasurer, wrote of his 
exciting transcontinental flight to California, as regular 
passenger service began 
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WiDE WORLD 


In 1928 the Republicans nominated Hoover in Kansas City (above) and the 
Democrats, gathered in Houston, Texas, chose Alfred E. Smith 
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MERLE THORPE 
28", Wasbingt 


MISS DEANNA DURBIN, in Person 


Renowned Star of Radio and Screen as 


You are Cordially Invited to 


Be Cur Guest 


Saturday. June 4th—8 o'clock p. m. 
L.D.S. Tabernacle—Salt Lake City 


Utah 
Bankers. Association 


PUBLIC MEETING 


PROGRAM 


MUSIC 
Miss Deanna Durbin, Guest Artist 


CALL TO ORDER 


Mr. Alma Sonne, Preéident, Utah Bankers As- 
sociation 


INTRODUCTORY REMARKS 


Dr. Harold Stonier, Executive Manager, Amer- 
ican Bankers Association 


“PUTTING DOLLARS IN OVERALLS” 
Mr. Merle Thorpe, Editor, “Nation's Business”, 
Washington, D.C. 


MUSIC 
Miss Deanna Durbin, Guest Artist 


What Every Depositor 


30th Annual Convention 


Salt Lake City—June 3 and 4, 1938 


s and bank cus- 
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PROGRAM 


PUBLIC MEETING 


L.D. S. TABERNACLE 
SALT LAKE CITY 
JUNE 4, 1938 
8 p.m. 


MUSICAL PROGRAM 


MISS DEANNA DURBIN, Guest Artist 

Renowned Radio and Screen Star of Hollywood 
presented through the courtesy of Universal Pic- 
tures Company, Inc., and appearing under the 
direction of her manager Mr. Jack Sherrill. 


Accompanist, Mr. Frank W. Asper at the Organ 
“Ave Maria” Gouned 


Tl. “A Heart That's Free" 
Words by Thomes T. Railey 
Music by Alfred G. aa 
As Sung in the Universal Pictures 
duction “One Hundred Men and a Girl.” 


Music by Jimmy McHugh 
This number is from the latest Universal 
Pictures production starring Miss Durbin, 
“Mad About Music.” 
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Should Know 


WENTY thousand bank customers filled the auditor. 

ium of the famous Salt Lake City Tabernacle on the 

night of June 4 to hear facts that every depositor 
should know about the banking system. Merle Thorpe, 
editor of Nation’s Business, delivered the principal address 
and Deanna Durbin sang. 

In sponsoring this program the Utah Bankers Association 
became the first state banking group to adopt the public 
meeting plan originated by President Orval W. Adams of the 
American Bankers Association and successfully used at 
three A.B.A. regional conferences held early this year 

The purpose of the meeting, customers were informed in 
their invitations, was to help explain banking and its services 
to the public. This also served as the theme of the similar 
gatherings which featured the banker conferences early this 
year—in February at Des Moines and in March at Indianap- 
olis and Oklahoma City. The speaker at the first and third of 
these depositor assemblies was Dr. Adam S. Bennion of Salt 
Lake City, assistant to the president of the Utah Power and 
Light Company. Mr. Thorpe spoke at Indianapolis. All 
three public meetings, which closed the conferences of bank- 
ers, had large audiences. 

The Utah gathering, which appears to have set a new high 
for participation in a banking affair, closed the association’s 
30th annual convention. It was preceded by the distribution 
of 50,000 invitations and tickets to Salt Lake City residents, 
the distributors being mostly the banks, although life in- 
surance men helped to some extent. 

People came in such numbers that the Tabernacle and its 
assembly hall were filled, while a public address system 
carried the music and speaking to additional thousands on 
the grounds outside. Alma Sonne, president of the Utah 
Bankers Association, presided and Dr. Harold Stonier, 
Executive Manager of the Utah Bankers Association, made 
the introductory remarks. Miss Durbin sang three songs, 
opening and closing the program. The subject of Mr. 
Thorpe’s address was “‘ Putting Dollars in Overalls.” Ex- 
cerpts from it appear on page 81 of this issue of BANKING. 

Newspapers in many 
cities featured the meet- 
ing. 

When Mr. Adams, 
who is executive vice- 
president of the Utah 
State National Bank at 
Salt Lake City, as 
sumed the A.B.A. Pres- 
idency last November 
he suggested the public 
meeting plan as a means 
of broadening the educa- 
tional work of banking. 
Out of this suggestion 
grew the program which 
achieved so outstanding 
a success in President 
Adams’ home town. 


Orval W. Adams 
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Admit Bearer 
PUBLIC MEETING 
MR. MERLE THORPE 
“Nation's Business.” Washington. D. C. as Guest Speaker 
Tabernecie—Salt Lake City Saturday. June 4 1938-200 4 
wo ose, kindly geture to your benk. cighteas yours 
of age aot 
Qssociation 
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anding speak 
ON Admission by ticket only. Present ticket at the 
| kindly return to your bank } 
j Persons under eighteen years of age not ad- 
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Guests, leaving the Hotel Utah 
at 2 o'clock, were taken in au- 


tomobiles to the first stop on the } 
afternoon’s tour of country gar- 
dents—the beautiful home of 

J. E. Bamberger in Walker's 

“From that point, the woodsy, 
Books and box-bordered paths of! 
various Cottonwood estates were! 
eagerly explored by the garden- 
minded women. 

Equally lovely they 
gardens of Mrs. M. 
Woolley; Mrs. Wilford 
and Mrs. Church P. 


against cream garden 
while entire hedges of roses 
shaded rustic garden seats, and 
ag umbrellas dotted the 


like fashionable 
terior decorators, have gone in f 
fascinating 
flowe 


gardens 

visited, some of ‘Beit City’s 

t, provided interesting hor- 

ticultural. .studies as well as an 
oon of 

afternoon culminated 

tful tea hour spent in the 
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Part of That Heard Devble F 


Shabated ain of the immense audience which Saturday night filled the tabernacle and 
temple square to hear Deanna Durbin, left, and Merle Thorpe, ‘right. 


Deanna Pleases Bankers With Songs, | 
But Dodges All Interviewers 


her efficient man-|srece, ther movie} nipeg, Canada, and her oldest: 
Bherill, and d a corps of|¢rowds and thrill them into .child- 

and like ecstasies. 


and the rest of thetencarice. 
nts incident to such agtabernacle doors were opened every avail- 


ned away. 
owen . nt and surged toward the Assembly 
hich was crowded to capacity in no tim 


> two buildings. 
When the famous and youthful songbird 


pressed forward to gaze 
Mportas for a =_ of the girl with 
a talented woman. 


Thousands Hear 
Editor in 
Tabernacle Talk 


By O. N. MALMQUIST 

During the past seven-years 
the United States has adopted 
more than one-half of Italy’s 
fascist and Russia’s communis- 
tic programs, Merle Thorpe, ’ed- 
itor -of NatiOn’s Business, told 
an audience of about 20,000 
Which packed the L. D. S. tab- 
ernacle, the assembly hall and 


look at the brilliant, fascinating, 
ble child prodigy of whom American 
; 4 he address of Merle Thorpe, editor, 
yr, lecturer and student of political 

wi and has caused our current eco-}»my, was listened to with intense in- 
nomic revession—fear because t by all three assemblages, estimated 
the government is usurping the |i 20,000 people. The essence of| 
ee America ment was the need of an awakening 
fact that an economic and industrial: 


today—has. heen for the 

seven years—but because is| ution is taking place in this republic, 
not accompanied by the show’ of Sor tack of he olay 
{ military strength which attended |. ular demonstrations that accom- 


B| the revolutions in Europe, we am changes in other lands. 


a Targe section of the temple | 
ight. ‘Authority for'these statements {iscussing the depression and ‘recession 
has is Merle rpe, Washington, D:}h followed both the old and. the new 


C., editor of “Nation's mre" les of government, the speaker de- 


ward the te fan stat official publication of the 28 i that “the diversion of capital 
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latina Durbin, was an almost im- Here a brigh it if to sing at} 
ved in Salt Lake City Saturday spot in 
Gait Late wore! Parley Hears) Convention ine + :93 
| Vere She lett Hollywood in¥and satistactory affairs of the kind ever 
Tour of S. L. Gardens productiontired, at secidente of Utah, 
wen. eli - ; happy to sing to tickets did not seem to limit the at- 
Hidden away inthe heart of the ian Smoot was of the 
We did... and someligable seat was occupied and fully as°man 
jsocintion whiled away Saturday! | 5 9 Loward Socialization |in the tact that st 
0 Sms .. | saw the Jobby 
afternoon in cool and elegant of 
fashion. e Election of officers and add Such is the life of 
P rils U S iby T. A. Dines; Denver banker and Miss Durbin will retu nue thousands ~ 
 |ston-Salem, N..C.,. vice president oflin her party was Mrs. 
the American Bankers’ on} Hickman, bor sister; 3 
orpe |featured the Saturday morning Sherrill and Val Pat], 
tion wry Salt Lakes, now stugio cheered heartily and the outdoor 
tion. 
J. A. Cheney, first vice S. 
and cashier of the . Revolt 
bank at Vernal, was elected p: the exercises were over thousand 
flent of thé state cruaniaation, ~ Pe ‘Says Bank the walks from the gates of Temple 
Cheney has been first vice ps oO, ...” |e to the hotel entrance to obtain an- 
fent during the past year. 
HI E. H. Street, second vice 
Hent of the Richfield Commi 
phiox formed azure clouds ber el 
o the first and F. M. Mich 
rice president of the Utah & 
i‘ Trust company of Salt Lake 
vas named second vic@ presi 
In.recognition of his past 
the state association, H. B. | 


THIRTY 
THOUSAND 


Title of the picture 


Out-of-town checks are sorted 


N producing a moving picture to be used for educationa| 
purposes, officers of the Riggs National Bank, Washington, 

D. C., chose as its theme the familiar, everyday bank check. 
However, the title of the film, Thirty Thousand a Day, is a 
somewhat low average for the rate of check movement through 
this particular institution. The film was intended to be used jp 
conjunction with lectures before civic organizations, schools and 
clubs and in connection with President Robert V. Fi: ming’s 
customer relations program for employees. 

To other banks contemplating the use of moving pictures, an 
important fact about this production is that it was planned, 
photographed and presented by regular members of the Riggs 
staff. No outside assistance was called in. 

Planning the picture called for more than ordinary attention 
to continuity, since it was intended to show the film to audiences 


Receiving teller examines endorsements 


Local checks are sorted 
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itional unfamiliar with bank operations. A short foreword tells what 
Ngton, the picture covers—the course of a check, from the customer’s 

check. entering the lobby to the mailing of month-end statements. 
, isa The photographer, G Foreman, a Riggs employee, used 
rough 16 mm. film in a Cine Kodak Special with 25 mm. and 15 mm. 
ised in lenses. Photoflood bulbs provided illumination. All action in the 
Is and film was carefully rehearsed. Titles were kept to the minimum. 
ming’s The talks which accompany the film are necessarily extempo- 
raneous, inasmuch as they must be varied to suit the particular 
es, an audience. Since the picture itself requires about 20 minutes, the 
f whole program can be kept well within a half hour maximum. 
Teachers who have seen the film have asked that it be shown 
to classes in bookkeeping and business practices. The Visual 
Education Department of the Washington public school 

system has asked for a copy of the film for school use. 


Local checks are machine-endorsed 


WOORSEMEMTS 


WASHINGTON, D 


DEC 


Paid checks are cancelled Cancelled checks are filed 
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The Month 


INDUSTRIAL ACTIVITY 


1860 1865 1870 1875 1880 1885 1890 1905 1910 1915 1920 1925 1930 1935 


INDUSURIAL ACTIVITY BASED ON CLEVELAND TRUST CO. DATA 


A glance at the country’s business history 
shows this to be the first time that greai public 
expenditures have been used to bring the na- 
tion out of one of its recurrent depressions. 
Congress adjourned with the debt figure 
headed toward 40 billions. Yet unfavorable 
comparisons were being made with the eco- 
nomic situation of 1932 


CONGRESS DID—When the 75th Congress 
adjourned June 16 it had appropriated some 
12 billions since January 3, a new peacetime 
record. Its legislative accomplishments in- 
cluded: a $3,700,000,000 pump priming meas- 
ure for work relief, wage-hour regulation, a 
billion dollar naval expansion program, R.F.C. 
authorization of $1,500,000,000 for business 
loans, a tax law modifying the capital gains 
and undistributed profits levies, Federal regu- 
lation of “counter” securities markets. 

Left: Vice-president Garner, Speaker Bank- 
head, Senate Majority Leader Barkley, and 
House Majority Leader Rayburn, leaving the 
White House after one of the session’s last 

presidential conferences 


WIDE WORLD 


AINT MANY PEOPLE 
AROUND RIGHT 
MOST OF 'EM GONE 

TO WASHINGTON TO 
ABOUT RELIEF 
FUNDS, FARM LOANS, 
GOVERNMENT JOBS, 
BUSINESS LOANS An 
ONE THING AN' ANOTHER 


C) HERBLOCK 


CONGRESS DIDN°’T—Among the things the 75th Congress didn’t 

do, in its haste to get back to the folks and political pastures back home, 

was to pass legislation aiding the railroads, many of which are facing 

serious difficulties. Also, Congress didn’t: pass the Government re- 

organization bill, the anti-lynching bill, the war referendum amend- 
ment, to the Constitution 


ASSOCIATED NEWSPAPERS (@) THOMAS 
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Billions of Dollars 


INTERNATIONAL 


~ 


In China an officers’ training corps 

has been organized. The candidates 

above are taking notes on a lecture 

by Generalissimo Chiang Kai-shek. 

This is another indication that the 

Chinese see the war’s end far in the 
future 


The United States is still buying 
silver—so much, in fact, that a vault 
has been built to house the metal at 
West Point. It is 252 feet long, 166 
feet wide and 22 feet high. Its 23 
cubicles will each hold 100,000 bars. 
The cost of the vault was $529,000 
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Left: Prime Minister Chamberlain, who, in- 
directly commenting on Secretary Hull's re- 
cent disarmament proposal, said that Britain 
was always ready to cooperate with other 
nations on the matter. Coupled with this are 
several indications that England wants a 
rapprochement with the United 
States, even to the extent of 
opening the questions of war 
debts. However, England again 
defaulted her June 15 payment 


WIDE WORLD 


Above: A blimp, saying “Subscribe”, flew 

over Paris not long ago during the govern- 

ment’s campaign to raise a defence loan. 

Under a decree, the French army is sched- 

uled to reach a permanent level of 1,000,000 
by 1940. It now stands at 800,000 


WIDE WORLD 


Above: Herr Hitler at ceremonies marking the building of 
a factory that will make 990 mark ($400) cars. The one in 
the foreground is called the “Strength Through Joy 


wukLD 


Automobile” 


WIDE WORLD 


41 


‘ 
) ~ * 
— 
4 4 > 
DATA 
. z ff’ 4 
nk- 4 4 WA- 42802 
| 
a 
iG 


A Full Calendar The A.I.B. Convention and 


ATTENDING the American Institute of Bank- 
ing Convention in Louisville were more than 
1,500 representatives of the Institute’s 236 
chapters. On page 50 appears a story of the 
5-day meeting, which was opened for 
business on June 7 by Dr. Harold Stonier, 
Executive Manager of the American Bank- 
ers Association and National Educational 
Director of the Institute 


Right, Milton F. Barlow, cashier, National 
Citizens Bank of Mankato, Minnesota, who 
was elected president of the Institute 


Left, Harry R. Smith, assistant vice-pres- 
ident, Bank of America, N. T. & S. A., San 
Francisco, who was chosen vice-president 


Below, registration in the Brown Hotel lobby 
on June 6 


Above, Joseph W. Hanson, Jr., Williams- 

burgh Savings Bank, Brooklyn, N. Y., 

winner of the National Public Speaking 
Contest for the A. P. Giannini prize 


Dr. Neil Carothers speaking to the first business session at Louis- 

ville. On the platform behind the speaker are William A. Irwin, 

Assistant Educational Director, former President Frank R. Curda 
and Secretary Richard W. Hill 


Below, Lewis F. Gordon, assistant vice-president, Citizens and 

Southern National Bank, Atlanta, speaking on “ Bank Advertising 

Begins at Home” at the Business Development and Advertising 
Conference on June 7 
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State Meetings 


\Y AND JUNE are busy months for the 
M convention-going banker. Through- 
out the country banking problems are 
being discussed in those months, and new 
officers are taking over their duties. 

Meetings are held in centrally located 
cities and in near-by resorts, and this year 
cruises were made by the Maryland as- 
sociation to Bermuda and the North 
Carolina association to Nassau and 
Havana. 

One meeting of nationwide interest was 
that of the American Institute of Banking 
in Louisville, pictured on the opposite 
page. On this page are a few of the newly 
elected state association presidents. Pho- 
tographs of others appear elsewhere in 
this issue. 


MISSOURI—William T. Kemper, Jr., vice- 
president, Linwood State Bank, Kansas City 


SOUTH DAKOTA—John N. Thomson, 
cashier of the Bank of Centerville 
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CALIFORNIA—E. V. Krick, vice-pres- 
ident and cashier of the American Trust 
Co., San Francisco 


INDIANA—Robert H. Myers, vice-pres- 
ident, Merchants National Bank, Muncie 


TEXAS—Oral Jones, vice-president, City 
National Bank, Wichita Falls 


NORTH CAROLINA—R. L. Pope, execu- 
tive vice-president and trust officer First 
National Bank, Thomasville 


WISCONSIN—Samuel N. Pickard, presi- 
dent, National Manufacturers Bank, Neenah 


VIRGINIA—Clarence L. Robey, president 
Purcellville National Bank 
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Selling for Customers Space That Is I 


UERNSEY calves, drill presses and Boy S 
y—such animate and animated lobby « 
its—are the ones that create the most int 
according to Dunlap C. Clark, president ot! 
American National Bank, Kalamazoo, M 
gan. The Guernseys were part of a local d 
man’s display; the machine manufacturer |ept 
an operator in the lobby during the noon hour 
turning out souvenir mallets; and the Boy 
demonstrated first aid, signalling and « 
activities. 

A fishing tackle manufacturer ran a machine 
which twisted fishing lines, while a pharmaceutical 
house showed, by moving pictures, the manu! 
ture of cod liver oil. Another display which create 
especially wide interest was that of a mink fa: 
which put two of its animals in the bank’s lobby. 
On this page are four pictures of American Na- 
tional Bank exhibits that emphasized movement 
or had more than ordinary life-like reality. 


Left, two Guernsey calves and a Shropshire lamb 

which formed part of the exhibit of a dairyman cus- 

tomer of the bank. The exhibitor received orders from 
15 new customers who saw the lobby display 


WERLAN 
| 
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Above, a carton display, part of it revolving, and a small house; below, drills and lathes that were operated 
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Not for Rent Selling for the Bank 


ok four consecutive years the North- 
stern National Bank and Trust 
Company of Minneapolis has conducted — ; 
a sale deposit rental campaign during § FROM etter be nafe than ” 
the month of May. Officers and employ- - : 
ees participate in a contest, main reward 
of which is a commission of 25 per cent of 
the first vear’s rental for new box tenants 


and 10 per cent for renewals. The first wr "SAFE DEPOSIT BOX 


year of the campaign over 300 boxes were 
rented, and in each of the succeeding 
years about 500. 
' Because the margin of rental profit is 
low, the bank depends on employee 
effort and lobby displays for selling. This 
vear, at a nearby theater, the picture Jn 
Old Chicago was showing during part of 
the campaign, and the bank and theater 
traded display space, the bank pointing 
out that a safe deposit box is a protection 
against fire. 

amb 

cus- 

Right, one of the displays, with a guard 

nearby who explained safe deposit service to 

interested customers 


re 


Left, one side of a monthly 


Wh 4 |? enclosure sent to checking 
m account customers 


1 AM the Guardian of your most cher- 


ished possessions. 

| HOLD your inmost secrets Inviolate. 

| AM the enemy of Idle Curiosity as well 
as of greedy, prying Eyes of Green. 

| WITHSTAND the assaults of Water, of 
Air, of Fire and of Explosion, Civic Com- 


i i +. 
motion or Wie Below, the bank’s display in 


| AM stationary, 1 cannot run away, oF a neighborhood theater which KEEP YOUR VALUABLES IN A 
disappear or disintegrate. was showing the picture In NORTHWESTERN SAFE DEPOSIT BOX 
1 AM under your control and yours alone Old Chicago. Naturally, fire 
and although | open at your touch | will hazard was stressed 
always conceal and never reveal your 
secrets to any other without due process 
of law. 


AM large or | am small, as you desire, 
and my capacity is regulated to your 
needs. 


HOLD sacred the Tragic Evidence of the 
Past or Glorious News for the next 
Generation. 


AM the modern Secret Cave, the Genius 
of Acquisition, the Hand -Maiden of 
Thrift, the Spur of Ambition. 


AM the Next Friend of Business, the 
Hope of the Widow, the Comfort of the 
Fatherless, the Scissors of Red Tape. 


| AM the Safety Deposit Box. 
| COST from $3.00 per year up. 
Can you afford to be without me? 


© John Burgess. 


Right, one of the cartoon-like 
parts of a larger layout 


OVER 
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PANHANDLE BANK IS FIFTY YEARS OL! 
50 Years of Public Relations 


WHEN the Panhandle Bank in Panhandle, Carson County, Texas, celebrated its 50th anniversary, a special 
banking edition of the Panhandle Herald told the bank’s history and, incidentally, much of the history of the 
town which the bank had helped to build. Practically all local businesses joined in advertising good wishes. 


TH GREETS F 
Ht We Join Other Business Concerns of This Aree In Extending ¥ 
PANHANDLE BANK Congratulations To The 
AND PANHANDLE BANK, 50 years old ths month 
And 
Mi A URI Y FIRST NATIONAL BANK THE FIRST NATIONAL BANK, 11 years old this ' 
mon! | 
WE APPRECIATE YOUR WONDERFUL RECORD a 
Always Depend on Reliable SERVICE 
OF THE PAST HALF CENTURY. ‘on Can wee o : 
Graham's Store is youth compared with the Panhandle Bank. This store You Can Worthwhile 
was established Aug. 1, 1927, and is now only in ite 11th year. 
Today the entire Panhandle banking fraternity is paying honor to the Panhan- ® a? - CIRCLE THEATRES 4 
dle Bank, which is celebrating its 50th birthday. Yet, we gp not want to think that 7 
the Panhandle Bank has reached old age, but rather has In BORGER, TEXAS BY 
» From An Old Carson County Boy 4 
The Panhandle Bank’s companion, the First Nai e Salute emory J CARL BARBER, Mer. : 
4 
CONGRATULATIONS || Of Judge Paul ho Left Home To Journey Over | 
We join other business firms of Panhandle inex- ff Into Gray County 
tending congratulations to the Panhandle Bank and fj Re ec 
The First National Bank on their SOth and 11th anni- ff On this SOth anniversary day of the establishment -o- eS | 
of the Panhandle Bank, we salute the memory of the = , he 
versary. and the First Nationa] Bank, this the occasion of “3 
| founder, Judge J. C. Paul. their 50th and eleventh birthday anniversary, cc 
Panhandle Banks. _ Judge Paul was truly great man. It was the 
YOU CAN ALWAYS BE SURE OF EXCELLENT ff SNE ics re eae eee y Shop te Prom spending tay childhood days in Carson county when he combines with bis profession ay 
FOOD AT — know him many years. and from the business contact I have had with citizens Gs 
WE ARE 
PANHANDLE business methods. We greet the personnel tc 
pauty Sho } of the Panhandle and First National Bank. 


Extending C ongratulations 
THE PANHANDLE BANK 


on this their SOth anniversary, and the First Nations! Bank 
casion of their 11th anviversary 


ations 
fo the PANHANDLE BANK of PANHANDLE 


And 


SOLID BANKING 


Has Helped to Build 
Carson County 


nee we made towards the progress and growth of 


station for GULF 
SPRAY ... sure cure for fly trouble. 


LET US DO OUR TIRE REPAIR work. 5 i 
too Our Washing and Greasing 


AT YOUR SERVICE 


GULF No. 


Fifty Years Of Banking 


IE FIRSTNATIONALBANK of PANHANDLE 
PHEIR FIFTIETH AND ELEVENTH BIRTHDAY 
3 ANNIVERSARIES 


is firm, together with hundreds of other business 
pn county have profited by the influence 
the two community building banking in- 


GREETINGS OF CONGRATULATIONS ARE EXTEND- 
ED THE PANHANDLE BANK AND THE FIRST NATIONAL 
BANK OF PANHANDLE. 


This entire area feels honored that Banking for this section 


panhandle. The record of fifty ye: of the Panhandle started with our own PANHANDLE BANK 
HARVEY DE! inthe Banking business. any 
__ Service In Carson at matter OUTSTANDING 50 years ago. 
County And Panhandle The keen foresight and sound judgement of the late Judge ff ( 
Deserves the heartfelt CONGRATULA- 


to recognize the wonderful possibilities of this 
to pioneer here in banking. 


up with the country, ever encouraging the 
rogress of this county. 


and development of this section of the ; 
Panhandle. i 
yj e migh' lad we hay 
hark neighbor just a couple off FOURTEEN YEARS OF SERVICE | 
The bank bes @ splendid staff and: IN PANHANDLE | i 
The Panhandle Bank on reachingy it 


| Con ratula [iM TIONS we take pleasure in extending the 9 
PANHANDLE BANK. 
This banking institution and the First Na- 
tional Bank of Panhandle, now 11 years 4 
Neighbor§ 


old have contributed much to the growth 


today. We join hundreds of ‘people ing represents the record of this business, un- 
iu paying honor to the oldest bank in der the present ownership and manage- 


$ 
ment. , We’re Young Compared With the 
We have grown up with the town of Bhandle Bank 
that Panhandle has had a bakery durif/ Panhandle and the County of Carson. We * 
years. Panhandle is no different fro have many friends thru out the area that 


munity—it wants fresh bread of high av gular customers during the 
pleased to have farnished that servig have been regu 


AND HONOR TO Frank Paul, Vern Wisdom and to 


People. Good stable bankers always educate people 


4 
is is a gala day i= the history of Panhandle. For Panhandle has shown ff that way. We wish you many more years of good, | 


Enjoy Schaize'’s Golden Crust Brel friends and customers. we want to Senk, founded ty the late Judge J. C. Paul. >} 

Gail. On'sate at the bakers or ANK THEM FOR THEIR PATRON- [Panhandle has been-fortunate to have had as tankers men like Judge Paul, 

A business institution of and for Pan! AGE: and influence ‘aul, Howard Paul and others who have been associated with the Panhandle ° ’ 

your. home bakery. WE WILL CONTINUE TO STRIVE First National Bank. V 
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No binding contracts...no invest- 
ment in costly equipment when you 
rent a Recordak installation. 


ECORDAK, the safest, fast- 
R est, most accurate and most 
economical system of bank ac- 
counting. It eliminates expensive, 
involved machines, freeing their 
specialized, high-salaried opera- 
tors for other work...ends dupli- 
cation of effort...lost motion... 
unnecessary overhead and costly 

| overtime work. It provides photo- 

graphic records of every trans- 
action... records that are tamper- 
proof, extraction- proof, altera- 
tion-proof...speedily made... 
| easily handled and filed...a safe- 
| guard to bank and depositor alike. 
A Recordak installation carries 
| no burden of purchasing new 
| equipment. For Recordak Systems are rented, [ Users of Recordak report savings up to 45% net on ] 
| not sold...no capital outlay required, no depre- per-item costs, 50% on supplies, 90% in storage space. 
ciation, no special operator needed. 


RECORDAK 


Recordak Photographic Accounting Systems 
are serviced from twelve conveniently located , , 
offices...one close to your bank. Recordak Photographic Accounting 
Corporation, Subsidiary of Eastman Kodak Com- 


pany, 350 Madison Ave., New York, N. Y. 


Systems 
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ARCO No. 7 IDEAL BOILER 
American Radiator Co., 40 W. 40th St., N. Y. C. 
BURNHAM ANTHRA-HEAT UNIT (Magazine 
Feed). Burnham Boiler Corp., Irvington, N. Y 
FITZGIBBONS ANTHRA-HEAT BOILER 
(Magazine), and ““COAL-EIGHTY” (Stoker- 
fired). Fitzgibbons Boiler Co., Inc., N. Y. C. 
INTERNATIONAL STOKER-BOILER 
(Stoker-fired). International Boiler Works, 
E. Stroudsburg, Pa. 
KEWANEE ROUND TYPE R BOILER 
Kewanee Boiler Corp., Kewanee, III. 
NEWPORT (Magazine Feed) 
Richardson & Boynton, New York 
PEERLESS TYPE EB BOILER. Peerless Heater 
Div., Eastern Foundry Co., Boyertown, Pa. 
SPENCER (Magazine Feed). SPENCER STEEL 
STOKER BOILER (Stoker-fired). Spencer Heat- 
er Div., Lycoming Mfg. Co., Williamsport, Pa. 
WEIL-McLAIN (Magazine Feed) 
Weil-McLain Co., Michigan City, Ind. 


(Magazine Feed Type) 
Allis-Chalmers Mfg. Co., Milwaukee, Wis. 
FITZGIBBONS DIRECTAIRE 
(Approved for stoker-firing only). 
Fitzgibbons Boiler Co., Inc., N. Y. C. 
FOX SUNBEAM FURNACE (Stoker-Fired) 
Fox Furnace Co., Elyria, Ohio 
KELSEY WARM AIR GENERATOR 
(Approved for stoker firing only). 
Kelsey Heating Co., Syracuse, N. Y. 
MUELLER STEEL WARM AIR FURNACE 
L. J. Mueller Furnace Co., Milwaukee, Wis. 
SPEAR WARM AIR (Approved 
for stoker firing only). James Spear Stove & 
Heater Co., 1823 Market St., Philadelphia, Pa. 
WATERMAN WATERBURY AIR CONDI- 
TIONER. (Approved for stoker firing only. ) 
Waterman Waterbury Co., Minneapolis, Minn. 
*Any of the boiler or warm air furnace manufac- 
turers listed above will furnish complete information 
on winter anthracite air-conditioning. 


AUTOCOAL ANTHRACITE STOKER 

Crane Co., 836 S. Michigan Ave., Chicago, III. 
COOPER. Cooper & Cooper, Inc., 

37 Fenn St., Pittsfield, Mass. 
D & E AUTOMATIC ANTHRACITE 

Dickson & Eddy, 17 Battery Place, N. Y. 
ELECTRIC FURNACE-MAN 

Electric Furnace-Man, Inc., 7 Dey St., N. Y. C. 
FAIRBANKS-MORSE (Hopper Feed Only). Fair- 

banks,Morse & Co., 900 S. Wabash Av., Chicago. 
FLYNN & EMRICH ANTHRACITE STOKER 

Flynn & Emrich Co., Baltimore, Md. 
FREDERICK ANTHRACITE BURNER 

Frederick Iron & Steel Co., Frederick, Md. 
FREED 

Freed Heater & Mfg. Co., Collegeville, Pa. 
FUEL SAVERS 

Fuel Savers, Inc., 15 & Herr Sts., Harrisburg, Pa. 


APPROVED 


EQUIPMENT 


The presence of The Anthracite Industries, Inc., Seal 
of Approval on heating equipment indicates satis- 
factory performance in a series of exhaustive, 
unbiased tests, using Pennsylvania Anthracite. 
This symbol is a dependable buying guide in the 
selection of modern anthracite heating equipment. 


GENERAL STOKER 

General Stokers, Inc., Broad St. Station, Phila. 
GILKOAL 

Catskill Metal Works, Catskill, N. Y. 
HERCULES ANTHRACITE BURNER 

Sears, Roebuck & Co., Chicago, III. 
HOLLAND ANTHRACITE STOKER 

Holland Furnace Co., Holland, Mich. 
IRON FIREMAN. Iron Fireman Mfg. Co., 

420 Lexington Ave., N. Y. C. 
LINK-BELT (Hopper Feed Only). Link-Belt Co., 

2045 W. Hunting Park Ave., Philadelphia, Pa. 
MASTER ANTHRACITE STOKER 

Muncie Gear Works, Inc., Muncie, Ind. 
MOTORSTOKOR 

Hershey Machine & Foundry Co., Manheim, Pa. 
NEWTON STOKERS. Newton Supply Co., 

53rd & Baltimore Ave., Philadelphia, Pa. 
SKELLY 

Combustion Engr. Co., 60 E. 42nd St., N. Y. C. 
STOKOL 

Schwitzer-Cummins Co., Indianapolis, Ind. 
VULCAN 

Vulcan Anthracite Stoker Co., Wilkes-Barre,Pa. 


IMP. V. M. Cruikshank Utilities, 
18 S. 7th St., Sunbury, Pa 


WESTINGHOUSE. Westinghouse Electric Co., 
3001 Walnut St., Philadelphia, Pa. 


AFCO ALL-ELECTRIC HEAT REGULATOR 
Atlas Foundry Co., Irvington, N. J. 


CHANDLER HEAT REGULATOR 

Cleveland Steel Products Co., Wellington, Ohio 
COOK HEAT CONTROL 

Cook Electric Co., 2700 Southport Ave., Chicago 
DETROIT ROOM THERMOSTAT. Detroit 

Lubricator Co., 5900 Trumbull Ave., Detroit 
ELECTRIC JANITOR. Minneapolis-Honeywell 

Regulator Corp., Minneapolis, Minn. 
GLEASON-AVERY ELEC. TEMP. REGULATORS 

Gleason-Avery, Inc., 27 Clark St., Auburn, N. Y. 
MASTER HEAT REGULATOR. White Mfg. Co., 

2362 University Ave., St. Paul, Minn. 
MERCOID CONTROLS 

Mercoid Corp., 4201 Belmont Ave., Chicago, Ill. 


MINNEAPOLIS-HONEY WELL CONTROLS 
Minneapolis-Honeywell Regulator Co., 
Minneapolis, Minn. 


PENN TEMTROL 
Penn Electric Switch Co., Goshen, Ind. 
PERFEX CONTROLS. Perfex Controls Co., 
915 W. Oklahoma Place, Milwaukee, Wis. 
PIONEER HEAT REGULATORS. Pioneer Heat 
Reg. Div., Master Electric Co., Dayton, Ohio 
RUSSELL “HOLD-HEET” THERMOSTAT 
Russell Electric Co., 340 W. Huron St., Chicago 
SHEER HEAT REGULATORS 
H. M. Sheer Co., Quincy, Ill. 


THRUSH RADIANT HEAT CONTROL 
H. A. Thrush & Co., Peru, Ind 


UNITED CONTROLS No. 11 THERMOSTAT 
United Electric Controls Co., Boston, Mass. 


(Domestic Hot Water Supply) 
ANTHRACITE HOT WATER REGULATOR & 
‘BLUE COAL’ HOT WATER REGULATOR 

D. L. & W. Coal Co., 120 Broadway, N. Y.C. 
DEEGAN No. 122 REGULATOR. 

Deegan Regulator Co., 725 E.135th St., N.Y.C. 
JAMES REGULATOR. James Regulator Co., 

382 Peacock St., Pottsville, Pa 
METAPHRAM H-3 REGULATOR 

National Reg. Div., Minn.-Honeywell Reg. Co., 

2301 Knox Ave., Chicago, III. 
SYLPHON REGULATOR . 

Fulton Sylphon Co., Knoxville, Tenn. 


(Domestic Hot Water Supply) 
Tank Heaters* 
BENGAL (Magazine Feed Type) 
Floyd-Wells Co., Royersford, Pa. 
FREED (Magazine Feed Type) 
Freed Heater & Mfg. Co., Collegeville, Pa. 
PEERLESS (Magazine Feed Type). Peerless 
Htr. Div., Eastern Foundry Co., Boyertown, Pa. 
ELECTRIC FURNACE-MAN 
(Stoker-fired for large installations) 
Electric Furnace-Man, Inc., 7 Dey St., N. Y. C. 
SPENCER HEATERS 
Spencer Heater, Williamsport, Pa. 
*In addition to these specialized heaters, there area 
number of standard tank heaters available through 
various plumbing supply houses. When equipped with 
an Approved Control and a proper sized tank, these 


units give remarkable satisfaction and economy with 
Anthracite, 


B&G 

Bell & Gossett Co., 3000 Wallace St., Chicago 
EXCELSO. Excelso Products Co., 

65 Clyde Ave., Buffalo, N. Y. 
PARACOIL. Davis Engineering Corp., 

1058-72 E. Grand Ave., Elizabeth, N. J. 
TACO 

Taco Heaters, Inc., 342 Madison Ave., N. Y. C. 


AGA STOVE 
Aga Stove Co., 500 Fifth Ave., N. Y. C. 
DUTCH OVEN KITCHEN RANGE 
Glove Stove & Range Co., Kokomo, Ind. 
JEDDO-HIGHLAND HEATERANGE 
Heaterange Corp., Jeddo, Pa. 
KOL-AX RANGE 
Kol-Ax Co., Inc., Stroudsburg, Pa. 
NEW YORK FRENCH RANGE. New York 
French Range Co., 188 Chambers St., N. Y. C. 


BRILLIANT MONOGRAM BASE BURNER 
Quincy Mfg. Co., Quincy, Ill 

GLOW BOY PARLOR HEATER 
Globe Stove & Range Co., Kokomo, Ind. 


RENOWN 
Renown Stove Co., Owosso, Mich. 


ESTATE HEATROLA 
Estate Stove Co., Hamilton, Ohio 
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The Graduate School Holds Second Commencement 


On the Rutgers Campus 


STEINMETZ 


Adams Suggests Banks Keep Data 
On Unbankable Loan Applications 


Offers Five Points for 
Banks’ Consideration 


Orval W. Adams, President 
of the American Bankers Asso- 
ciation, urging banks to submit 
unacceptable loan applications 
to the RFC, suggests the insti- 
tutions keep a record of all 
loans thus submitted in order 
that accurate statistics may be 
available in case Congress 
should seriously consider “‘ pro- 
posals for the establishment of 
additional Government credit 
agencies.” 

Mr. Adams’ views were ex- 
pressed in a letter sent recently 
to the secretaries of state bank 
associations. He wrote: 

“T may be wrong, but it has 
been my observation that 
many business units seeking 
credit really need capital. How- 
ever, from a national stand- 
point, no accurate statistics 
now are available in this re- 
spect. If legislation should now 
be introduced to create some 
kind of Federal credit bank, we 
shall need facts from every 
section of the country to pre- 
sent to the Congressional com- 
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mittees considering such leg- 


islation. 

‘*The following suggestions, 
therefore, are offered for your 
serious consideration, and with 
the request that you also pre- 
sent them to your members for 
action: 

“First: I strongly urge that 
we continue our efforts to se- 
cure sound loans for our banks. 

“Second: Where proposi- 
tions are received which are 
apparently unbankable, let us 
explore every possibility of 
making them bankable. 

“Third: If, after making ev- 
ery possible effort to grant the 
credit applied for, it is found 
that the loan cannot be made 
to conform with sound bank- 
ing practice and to meet the 
standards of the governmental 
examining authorities, let us 
then submit it to the RFC. 

“Fourth: Where we feel we 
cannot, or do not care to handle 
loan applications in the entire 
amount applied for, let us also 
submit them to the RFC. 

“Fifth: Keep a record of all 
such loans thus submitted, so 
that the American Bankers As- 
sociation may call upon your 
members for these statistics, 


Fourth Session Draws More Than 
600 Bank Officers for Fortnight 


The Graduate School of 


Banking, conducted by the 


American Bankers Association at Rutgers University, closed 
its fourth resident session with a commencement program for 
the second group of bank officers to complete the course. 

Men from a majority of the 48 states, including bank presi- 
dents and a number of examiners and other supervisory 
officials, came to the Rutgers campus in New Brunswick, N. J., 
for the two weeks of advanced study beginning June 20. In 
the student body of more than 600 were 285 members of the first 
year class, to be graduated in 1940. 

The annual fortnight at Rutgers under Dr. Harold Stonier, 


Director of the School and 


Educational Director of the 


American Institute of Banking, embraces classroom lectures 
and discussions, seminars, addresses by prominent speakers, 
and final examinations. The latter include the appearance 
of candidates for diplomas before a special examining board. 


Trust Men To Meet 


Headquarters for the Mid- 
continent Trust Conference at 
Chicago, September 29 and 
30, will be the Stevens Hotel. 
The Corporate Fiduciaries As- 
sociation of Chicago is host. 

The conference is under aus- 
pices of the Trust Division, 
A.B.A. 


in the event serious considera- 
tion should be given by Con- 
gress to proposals for the estab- 
lishment of additional Govern- 
ment credit agencies. 

“T am convinced that our 
record is clear — that we have 
made every effort that well- 
managed banks should make — 
but we need to build up a rec- 
ord of facts and figures to pro- 
vide the necessary supporting 
evidence should action be 
necessary later on by our com- 
mittees charged with protect- 
ing the interests of our mem- 
bers legislative-wise. 

“This question is so funda- 
mental to the future of char- 
tered banking in America that 
1 trust you may see your way 
clear to impress your member- 
ship with the necessity for im- 
mediate and persistent action, 
for the next six months at least, 
along the lines referred to in 
my above outlined suggestions.” 


Each graduating banker has 
previously submitted a thesis 
based on extensive original 
research, and has completed 
three resident sessions as well 
as the interim months of pre- 
scribed home study. 

Seminar speakers at eve- 
ning meetings of the student 
body this year included: 
Leonard P. Ayres, vice-presi- 
dent, Cleveland Trust Com- 
pany; William G. Price, assist- 
ant vice-president, National 
City Bank of New York: Dr. 
Everett Dean Martin, Clare- 
mont Colleges, Claremont, 
Cal.; and Dr. Harry Hepner, 
Syracuse University. 

Opening in June 1935, the 
School has become an outstand- 
ing institution in the country’s 
facilities for adult education 
and has served as a means of 
extending the work of the 
American Institute of Banking. 
It was founded for the purpose 
of offering bank officers educa- 
tional opportunities of an ad- 
vanced nature in the field of 
their professional interest. A 
trust research department was 
organized at the beginning of 
1937. 

The School’s roster of ad- 
ministrative officers is headed 
by Lewis E. Pierson, as chair- 
man of the Board of Regents. 
Mr. Pierson is chairman of the 
board, Irving Trust Company, 
New York.— -- - 
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1,500 Elect Barlow President 
At A.LB. Louisville Convention 


Opens Session 


H. R. Smith Is New 
Vice-President of 
Institute 


The American Institute of 
Banking convention at Louis- 
ville elected Milton F. Barlow. 


cashier of the National Citizens | 


Bank, Mankato, Minn., to the 
presidency and Harry R. Smith, 
assistant vice-president, Bank 
of America National Trust and 


Savings Association, San Fran- | 


cisco, to the vice-presidency. 
Both will serve until the next 
annual meeting, to be held in 
Grand Rapids, Mich. 

Elected to places on the In- 
stitute’s executive council were: 
David L. Colby, assistant vice- 
president, Boatmen’s National 


Bank, St. Louis; Albert F. New- | 


man, assistant cashier, National 
Bank of Commerce and Trust 
Company, Providence, R. I.; 
J. A. Reagan, vice-president 
and cashier, Peoples Bank and 
Trust Company, Rocky Mount, 
N. C., and Elmer M. Volken- 
ant, assistant cashier, First Na- 
tional Bank, St. Paul. 

More than 1,500 Institute 


men and women, representing | 
the 236 chapters, were present | 


in Louisville, participating in 


the business meetings and sec- | 
tional conferences which were | 
addressed by a number of prom- | 


inent bankers. 

In the National Public Speak- 
ing Contest for the A. P. Gian- 
nini Educational Endowment 


to Joseph W. Hanson, Jr., Wil- | 


|arship for the next academic | 
year has been awarded by the | 


Dr. Harold Stonier, Educational 


Director, A.I.B., spoke at the | 


Louisville Convention. Dr. Ston- | 


ier is also Director, Graduate 
School of Banking 


second prize, $300, Roland T. 


| Carr, Riggs National Bank, 


Washington, D. C.; third prize, 
$200, Joseph C. McCoy, Se- 
curity-First National 


Bank, | 
Long Beach, Cal.; fourth prize, | 


$100, George S. Allen, Harris | 


Trust and Savings Bank, Chi- | 


cago. The contest subject was 
‘““A Program for the Improve- 
ment of a Bank’s Relationship 
to the Public.” 


Debate Winners 


| ver Chapter won the Institute 


Chicago Chapter won the | 
convention debate on the ques- 


tion: ‘‘Resolved, That the 
United States Should Adopt 
and Preserve a Policy of Isola- 
tion in International Affairs.” 


The Chicagoans argued the | 


negative against Waco Chap- 


| ter. Members of the winning | 
prizes, first award, $500, went | 


liamsburgh SavingsBank, Brook- | 


team were: Philip Sparling, 


First National Bank; Laurence | Pottsville, Pa., Chapter, got 
R. Cooper, Harris Trust and | the award for chapters with 
lyn, N. Y. Other winners were: | Savings Bank; and Frank A. | smaller memberships. 


| ark, N. J., received the special 


Users of A.B.A. Radio Programs 


Give Views on Broadcast Series 


Essay Winner 


A University of Illinois schol- 


Illinois Bankers Association to 
Mary Ellen Weiss of Aurora for 


writing the best essay in a | 


statewide contest for high school 


pupils. The subject was “Pre- | ican Bankers Association be- 


serving the State Bank System 


by Adoption of the Proposed | 


Amendment to the Illinois Con- | 


stitution.”” The amendment, 
repealing double liability of 
state bank stockholders, will be | 
voted on next November. Miss 

Weiss read her essay at the | 
association’s 48th annual con- | 
vention in Springfield, May 24. 


**Money Matters” 
on 36 Stations 


Comments and suggestions 
by users of the radio program 
“Money Matters” are being 
carefully studied by the Adver- 
tising Department of the Amer- 


fore further plans are made for 
the production of additional 
programs. By early Summer 


| 173 banking institutions in 23 
| States 


were sponsoring the 
broadcasts over 36 stations, 
The sponsors included 12 clear- 
inghouse associations. 
Answering a questionnaire 
distributed by the department, 
subscribers to the first series of 


| 13 transcribed programs indi- 


Rakouska, Greenebaum Invest- 
ment Company. 

Philadelphia Chapter for the | 
third successive year was awarded 
the N. W. Ayer & Son cup, | 
given for notable achievement 
in the organization and devel- 
opment of Institute publicity. 
The victory earned permanent 
possession of the trophy. Den- 


plaque, given for “the most ef- 
fective and outstanding public- 
ity’’ by chapters with member- 
ship of 500 or less. 

Camillo G. Pozzo, editor of 
the Essex County Banker, New- 


certificate for chapter papers in 
the group with membership 
above 500, and Lawrence F. 
Elison, editor of Anthracitems, | 


Winning A.I.B. Debate Team 
Left to right: Laurence R. Cooper, Philip Sparling 


, Frank A. Rakouska, and R. E. Pattison-Kline, coach 


| will through these programs.” 


cated a decided preference for 
the dramatized stories em- 
ployed, as against talks on 
banking subjects. The choice of 
themes for the playlets was 
also considered good. 

Among the promotional ac- 
tivities of banks on behalf of 


| the broadcasts were newspaper 
| advertisements, lobby displays, 

posters, news announcements 
| and statement enclosures. 


Subjects suggested for other 
programs included: the part of 
the bank in the development of 
new wealth, more material on 
trusts, service charges, and 
“every day problems.”” Human 
interest stories and experiences 
in banking were advocated in 


| several replies. 


Reactions of users included 
the statement of a southern 
bank president who said there 
had been more favorable com- 


| ment on the radio advertising 


than on any advertising the in- 
stitution had ever done. An- 
other bank reported a favora- 
ble response from high school 
pupils, college professors, mer- 
chants, manufacturers and ad- 
vertising men, convincing the 
bank that it was “ building good 


A.B.A. Speakers 


State association conven- 
tion speeches by A.B.A. 
officers last month included: 
President Adams, Utah and 
Colorado; Vice-president 
Benson, Oregon and Wash- 
ington; Vice-president 
Fanes, Utah and Virginia. 
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Amendment to A.B.A. Constitution | 
Houston Meeting 


Executive Manager of the As- 


To Be Voted on at 


A proposed amendment to | 
the Constitution of the Ameri- | 
can Bankers’ Association, 
unanimously approved by the 
Executive Council and the 
Administrative Committee at 
Edgewater Park, Mississippi. 
April 11-13, 1938, will be rec- 
ommended for adoption at the 
annual convention in Houston, 
Texas, November 14-17, 1938. 

The proposed amendment 
eliminates the first two sen- 
tences of Section 8, Article 
VII, reading as follows: 


The Executive Council at the 
meeting for organization provided 
for in Section 7 of this Article shall 
elect an Executive Manager, and a 
Treasurer, who shall be coordinate 
officers. The Executive Council 
shall, by by-law, provide the func- 
tions and duties of these officers. 


and substitutes therefor the 
following : 


The Executive Council shall 
elect an Executive Manager, and a 
Treasurer, who shall be coordinate 
officers. The Executive Council 
shall, by by-law, provide the func- 
tions and duties of these officers. 
The Executive Council shall fix 
the term and conditions of the 
services of the Executive Manager. 


The purpose of the foregoing 
amendment to the Constitu- 
tion is to confer upon the Exec- 
utive Council the power and 
authority to enter into a con- 


tract for the services of the 


sociation. It is felt that Article 
VII of the Constitution as now 
constituted does not confer the 
authority desired. 


Neal Explains State 
Bank Conference Idea 


The state banking confer- 
ence plan was explained and 
recommended to the South 
Carolina Bankers Association 
at its recent convention by 
William H. Neal, president of 
the Financial Advertisers Asso- 
ciation and_ vice-president, 
Wachovia Bank and Trust Co., 
Winston-Salem, N. C. The 
convention was held at Myrtle 
Beach, S. C. 

“The state conference plan 
does not duplicate or conflict 
with any present educational 
plan or program,” said Mr. 
Neal, “ but it has proved to bea 
very helpful and essential sup- 


A.B.A. Librarian Speaks 


Miss Mary P. McLean, li- 
brarian of the American Bank- 
ers Association, was a speaker 
at the 30th annual conference 
of the Special Libraries Asso- 
ciation in Pittsburgh, June 7- 
10. She participated in a panel 
discussion on the subject ‘‘ Bus- 


iness Profits and the Use of | 


Published Information.” 


State Resolutions 


Copies of selected resolu- 
tions adopted by state 
bankers associations at their 
annual conventions were 
sent to the state secretaries 
early last month by W. 
Gordon Brown, President, 
State Secretaries Section, 
A.B.A. The resolutions, 
dealing with a wide variety 
of subjects, were forwarded 
with the hope that they 
would be particularly help- 
ful to associations which had 
not yet held their meetings. 


plement to existing systems. 

“The Financial Advertisers 
Association, the American In- 
stitute of Banking, the Gradu- 
ate School of Banking, and the 
regional American Bankers As- 
sociation conferences are mak- 
ing great strides in meeting the 
present acute need, and by all 
means the efforts of these or- 
ganizations must be supported 
and enlarged. The state confer- 
ence plan, where the bankers 
of a state gather at their uni- 
versity for a week of intensive 
study and discussion of prac- 
tical operating problems, offers 
an opportunity of reaching a 
majority of the banks of a state 
with a practical educational 
program in a relatively short 
period of time. These state 
conferences also promote inter- 
est in and the use of the more 
highly developed programs of 
the A.I.B. and the Graduate 


| School of Banking.” 


Public Indicates 
Trust Interests 


Investment management is 
the phase of trust service that 
most interests the public, ac- 
cording to a study by the Trust 
Division, A.B.A. 

Last year Gwilym A. Price, 
Chairman of the Committee on 
Trust Information, asked 100 
trust institutions to determine, 
by questioning customers or 
average citizens, what the pub- 
lic thinks and wants to know 
about the trust business. A 
tabulation of the questions has 
recently been completed. 

The number of questions 
dealing with the policy, meth- 
ods and advantages of invest- 
ment management by trust 
institutions was 205, or 32.4 
per cent of the 633 questions 
received in all. Second came 113 
questions, or 18 per cent, deal- 
ing with the purposes of trusts, 
and third was the subject of 
fees and costs, amounting to 76 
questions or 12 per cent. 

Advantages of a corporate 
trustee were covered in 73 
questions, or 11.5 per cent, 
while 54, or 8.5 per cent, dealt 
with beneficiaries. 

Questions about estate and 
inheritance taxes numbered 45, 
amounting to 7.1 per cent. Wills 
were the center of interest in 28 
queries, or 4.4 per cent. Settle- 
ment of estates, in 26 questions, 
and the matter of co-executors 
and co-trustees, in 13, were 
also covered. 


CONVENTIONS 


. 29-30 
y. 14-17 


American Bankers Association 


Mid-Continent Trust Conference, Chicago, Illinois 
Annual Convention, Rice Hotel, Houston, Texas 


State Associations 


Delaware, Rehoboth 
Kentucky, Lafayette Hotel, Lexington 
Arizona, Westward Ho Hotel, Phoenix 


Other Organizations 


Institute of Public Affairs, University of Virginia, 
University, Virginia : 

Fourth Annual Research Conference, Cowles Com- 
mission for Research in Economics, Colorado 
Springs, Colorado 

Second North Carolina Bankers Conference, Uni- 
versity of North Carolina, Chapel Hill 

Stanford Business Conference, Stanford University, 
California 

Bankers Conference, University of Kentucky, Lex- 
ington 

Arkansas Bankers Seminar, University of Arkansas, 
Fayetteville 


Aug. 15-20 

Aug. 22- 
Sept. 2 

Aug. 24-27 


Sept. 8-9 
Sept. 21-23 
Oct. 10-12 


. 24-29 


July 1938 


Municipal Finance Officers Association of the 
United States and Canada, St. Paul, Minnesota 
Pacific Northwest Banking School, The University 
of Washington, Seattle, Washington 

Virginia Bankers Conference, University of Vir- 
ginia, University, Virginia 

Maine Savings Banks Association 

National Industrial Advertisers Association, Cleve- 
land, Ohio 

The Morris Plan Bankers Association, The Green- 
brier, White Sulphur Springs, West Virginia 
Investment Bankers Association of America, White 
Sulphur Springs, West Virginia 

Financial Advertisers Association, Texas Hotel, 
Fort Worth, Texas 

National Association of Real Estate Boards, Mil- 
waukee, Wisconsin 

National Automobile Show, Grand Central Palace, 
New York City 

National Association of Bank Auditors and Comp- 
trollers, Houston, Texas 

Association of Bank Women, Houston, Texas 


National Security Traders Association, Miami, 
Florida 


les 
| | 
| | 
| 
Nov 
Sept. 8 
Sept. 14-15 
Nov. 11-12 
Oct 
July 3-16 
Oct. 31- 
July 5-29 Nov. 3 
Nov. 10-11 | 
N Nov. 11-18 | 
Nov. 14-16 | 
nc | 
Nov. 14-17 
15- Nov. 14-17 
ia. | 
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WO more titles have appeared in the Trust Research 
Series which is being published by the Research Coun- 

cil, American Bankers Association, from theses written 
by students in The Graduate School of Banking. John W. 
Remington contributes Trust Business in the Future, while 
Mortgage Pools for Trust Investment is by Malvin F. Gstalder. 
The price of each is $1.50. 

Mr. Remington, vice-president and trust officer of the 
Lincoln-Alliance Bank and Trust Company, Rochester, 
New York, considers dissociation of commercial banking and 
trust business, reviewing arguments on both sides. 

“The ultimate conclusion to which this study brings one,” 
says Mr. Remington, “is that trust service should be per- 
mitted to continue its development in the most natural way, 
but supervised by state and Federai agencies which have an 
independent outlook and have the advantage of seeing large 
and small trust departments function under varying circum- 
stances. . . . The present system is not perfect, but it is per- 
forming a great service with little criticism from beneficiaries 
of trusts and customers of trust institutions. . . . When dis- 
sociation comes naturally and in a manner that is econom- 
ically sound, it will work out satisfactorily. And until that 
time comes—and it may never come in some communities— 
these two great services of a quasi-public nature will con- 
tinue to be associated in the interest of young and old, re- 
gardless of whether they be people of large or small means.” 

Mr. Gstalder’s purpose is to present the use of the mort- 
gage pool for the joint investment of trust funds under the 
control of trust institutions. He discusses the advantages of 
and objections to the pool, and reviews pertinent court deci- 
sions and enabling legislation, calling attention in one chap- 
ter to legal obstacles. With proper restrictions and safe- 
guards, the author says, the mortgage pool “has a very 
important place in the investment program of the trust de- 
partment, and its use will assist trust institutions to fulfil the 
pressing social need to serve small trusts.” 

Taking the Pennsylvania Mortgage Investment Fund Act 
as the basis for a model mortgage pool statute, he examines 
this law section by section, explaining the comprehensive 
protection given to participants and showing how the dis- 
advantages and objections he has previously discussed can 
be surmounted. 

Mr. Gstalder is vice-president and trust officer of the 
First National Bank of Williamsport, Pennsylvania. 


INTERNATIONAL PROBLEMS 


The World Crisis. (Longmans, Green & Co., New York, 
$4.) Thirteen professors at the Graduate Institute of Inter- 
national Studies, Geneva, wrote the papers that comprise 
this volume. The authors are distinguished European histori- 
ans, economists and teachers of international law and politi- 
cal science, who here discuss the political, legal and economic 
problems that vex the world today, and suggest remedies for 
many of them. The section devoted to economic problems 
contains these papers: “The Disintegration of the Interna- 
tional Division of Labor”, by Ludwig v. Mises, University 
of Vienna; “International Economics in a Changing World”, 
by Wilhelm Roepke, formerly of Marburg and Istanbul 
Universities; “Peaceful Change and Raw Materials”, by 
John B. Whitton, Princeton, at present director of the 
Geneva Research Centre; “Monetary Internationalism and 
Its Crisis”, by Michael-A. Heilperin, formerly of the Uni- 


About Books 


versity of Geneva. The book marks the tenth anniversary of 
the Institute, which was founded to promote advanced study 
of contemporary international questions. It is endowed by 
the Rockefeller Foundation and the Canton of Geneva. 


OTHER RECENT BOOKS 


Financing Agriculture. L. J. Norton. (The Interstate, 
Danville, Ill., $2.75.) Dr. Norton, professor of agricultural 
economics at the University of Illinois, publishes the lec- 
tures and discussions he used in a course in farm finance. He 
outlines the sources and movements of agricultural capital, 
the wise use and extension of credit, legal procedures in con- 
nection with credit, the financing of farm service agencies, 
cooperative financing institutions, the F.C.A., and other 
practical matters. 

The Margin Trader. By Kemper Simpson. (Harper, New 
York, $2.) The author is former economic adviser to the 
S.E.C., and his present “study in trade in securities and in- 
security in trade” grew out of his researches in that capacity. 
The book analyzes margin trading and its consequences to 
traders, investors, brokers and the general economy. Mr. 
Simpson recommends that Federal Reserve and S.E.C. 
authorities cooperate to put securities trading on a cash 
basis. “If and when the next boom gets started,” he says, 
“margin requirements should be progressively increased and 
brokers should be restricted from borrowing bank funds for 
their own and their customers’ speculations.” 

Government Regulation of Transportation. By Emory R. 
Johnson. (D. Appleton-Century, New York, $5.) This expert 
study of an important problem expresses the author’s belief 
that in this country it is desirable to continue private owner- 
ship and operation of transportation services under a co- 
ordinating government regulation. Dr. Johnson, professor 
emeritus of transportation, Wharton School of Finance and 
Commerce, University of Pennsylvania, emphasizes that the 
competitive relations of the various types of carrier should be 
so regulated that each will get the traffic it can handle to the 
best advantage. Like principles must be applied to all 
carrying agencies. 

1938 Report of the Research Committee, Indiana Bankers 
Association. (Published by the association, Indianapolis, 75 
cents.) Here is an analysis of bank earning assets, with 
guides to their sound and efficient administration. It supple- 
ments the committee’s first report, appearing last year, 
which studied the banking changes that have necessitated 
the development of new revenue sources. The present book- 
let gives detailed and practical consideration to a vital 
banking problem. Just as that problem is not limited to one 
state, so this study is of general appeal and usefulness. 

Bond Ratings as an Investment Guide. By Gilbert Harold. 
(Ronald Press, New York, $3.) This appraisal of the effec- 
tiveness of bond rating services includes an explanation of 
what the ratings are, what they accomplish, how they may 
be used with greater safety and to greater advantage. There 
is also a study of the action of 363 rated bonds from 1929 
to 1935, a period that provided a stiff test for the services. 
In conclusion, Mr. Harold, who is associate professor of 
economics at the University of Oklahoma, offers some recom- 
mendations for the agencies’ consideration. 

Charco Charts 1938: Fire and Marine Edition. (Reviewers 
Charts Corporation, New York, $5.) Essential information 
about 200 companies in these fields is concisely presented. 
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When the shadow of dishonesty falls upon one of 
your commercial borrowers, the soundness of your 
loan may be threatened. Moral: insist that such 
borrowers carry adequate Fidelity Bonds on their 
key officials and employees. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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METHODS and IDEAS 


Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


Small Business 


HERE IS A TREND in institutional 
([aavertisng today that suggests a 

very close tie-in with big business 
and banking. The little fellow, or aver- 
age borrower, is 'ikely to feel like Snow 
White’s Grumpy with all the attention 
turned the other way. The Dauphin 
Deposit Trust Company of Harrisburg, 
Pa., struck a tender chord in a recent 
advertisement which read: “Even if 
your business is small, it is the most 
important business of all to you!”’ The 
ad frankly states that recognition of the 
individual customer’s attitude is the 
starting point of all loan deliberations. 
Needs are considered from their point 
of view without losing sight of the fact 
that banking obligations are first to de- 
positors always. After all, the small 
business man is reasonable, and it is not 
always because he has to be. Sometimes 
it’s his nature. 


Auto Finance Facts 


BANKS INTERESTED in auto-financing 
will find helpful information in Bulletin 
No. 56—titled “The Financial Policies 
and Practices of Automobile Finance 
Companies” by Harvey W. Huegy and 
Arthur H. Winakor, published by the 
Bureau of Business Research, Univer- 
sity of Illinois, Urbana. The two major 
reasons given for undertaking the study 
are: (1) there have been sharp varia- 
tions in the policies of the companies 
and in the economic and social impor- 
tance of this class of credit; (2) there is 
a deficiency of quantitative data relating 
to these companies and their practices. 
The purpose of the booklet is to show 
recent changes and current practices in 
so far as the study, which has been 
limited to financial statements and pol- 
icies, makes this possible. The 56 pages 
of text are supplemented by thirteen 
tables. 


So Much for So Little 


THIS IS THE TITLE of a new safe de- 
posit leaflet issued by the State Planters 
Bank and Trust Company of Rich- 
mond, Virginia. It drives home the ad- 
vantages of safe deposit rental by il- 
lustrating the replacement cost of a 
number of relatively unimportant pa- 
pers which most folks think safe enough 
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to keep at home. Examples given are: 
birth certificate, $1; auto certificate of 
title, $1; duplicate set of auto keys, 
$1.75; life insurance policy, $12.50; paid 
and cancelled mortgage note, $50. The 
total of these items, $66.25, is weighed 
against the cost of safe deposit rental, 
“less than 1 cent a day”. Each item 
mentioned is fully explained by sub- 
captions. 


Historical Tie-Up 

LAST MONTH’S ISSUE of the Journal, 
housepaper of the Union and New 
Haven Trust Company (Connecticut), 
made an interesting tie-up with New 
Haven’s tercentenary celebration. Copy 
was entirely devoted to historical 
sketches of famous landmarks. A pen 
and ink map reconstructing the old 
New Haven Green appeared on the in- 
side of a French fold. The whole physical 
appearance is typical of the old style 
lexicographer’s art. When opened the 
map is suitable for framing as a com- 
memorative piece. 


Cash vs. Credit 


SOMEONE SAID that instalment buy- 
ing is “thrift in reverse”; that it is a 
form of forced saving aft in place of 
before. Banks interested in promoting 
thrift have a natural copy theme and a 
real educational job in pointing out 
where true thrift lies in cash vs. credit. 


Just such an idea is incorporated in the 
present campaign of the First National 
Bank of Birmingham, Alabama. Ads 
illustrate a typical price tag showing 
cash and time price of various merchan- 
dise. For example, one tag reads $34.50 
cash—$45.00 on time. True savings 
built to lump sum cash not only earn 
interest in the process but also have 
the advantage of $10.50 over the time 
price. The public which thinks bank in- 
terest is small should be made to realize 
the power of interest on the other side 
of the thrift picture. 


Teacher’s Club 

THIS INNOVATION of the City Savings 
Bank of Pittsfield (Massachusetts) has 
received hearty approval by local edu- 
cators. Teachers are paid in 40 weekly 
payments and since this leaves a long 
vacation period without income, the 
club was designed as a systematic plan 
running for the 40 teacher paydays. 
The club is handled in the regular fash- 
ion with interest for completed clubs. A 
larger following is reported each year. 


Security Contest 
THE Puritires NATIONAL BANK of 
Helena, Arkansas, made the recent 
opening of its new home an occasion for 
some energetic public relations. One of 
the features was a descriptive booklet 
(CONTINUED ON PAGE 57) 


A world map created by the Cleveland Trust Company out of envelopes received 
from foreign countries. It gives passers-by some idea of the bank’s world-wide 
business connections 


THE 
LETTERS 
FORMING 
THIS MAP ARE 
ONLY A FEW OF 
THE HUNDREDS 
RECEIVED 
HERE 
WEEKLY 


FOREIGN BANKING 
DEPARTMENT HAS 
DEALINGS FOR 
STOMERS IN EVERY 
CART OF TYE 


NATIONAL FOREIGN 
TRADE WEEK 
MAY 
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THE TRUTH ABOUT JOHN JONES’... 


Joun JONES is one of millions 
of American wage-earners, salaried 
and professional workers whose 
annual income is more than $1,000. 


by A. E. DUNCAN 
Chairman of the Board 
COMMERCIAL CREDIT COMPANY 


retail instalment debt of $2,900,- 
000,000, which is reduced during a 
depression, need not cause concern. 


— wealth. Sound instalment buying 
-kly His critics would have you believe encourages the budgeting of fam- 
‘on that he fosters heedless buying of ily income and systematic saving 
das luxuries, promotes extravagance, for investment in durable family 
am piles up debt and contributes to possessions. It produces mass 
“a. or prolongs a business depression. The facts shown by the recent report of buying power and makes mass 
3. A They believe that his instalment the United States Bureau of Foreign and _ production possible, which results 
ir. purchases are a huge proportion DomesticCommerce are that theestimated in much lower prices on articles 
of all retail purchases, which is total instalment sales during 1937 were generally sold on the instalment 
not at all true. only 12.2% of total estimated retail sales, plan. It has helped build great in- 
of i ies— iger- 
ont I believe it is my duty as head of a refriger 
Re ; 1935, and 13% for 1929; also, that the ator and radio industries. It keeps 
for national organization, with 4,500 
oe arb average amount of credit outstanding on _ factories busy and labor employed. 
> of employes, specializing in financing 
retail instalment accounts during 1937 was It has raised America’s living 
clet instalment sales, to tell you the bout $2,900,000,000 rere" b h f 
stalment buyer—and to offset much Total retail sales during 1937 approximated 
misinformation which has been $41,000,000,000, of which only 12.2%, or SYS 
ail and is being spread about him. $5,000,000,000, were instalment sales and Upon the above facts, I believe 
ide 87.8%, or $36,000,000,000, were forcash or that all reasonable persons will 


Depressions are not caused by 
people’s purchases. Purchase and 
consumption create more business, 
more jobs, more wealth, more pros- 
perity. Depressions are caused 
when people stop normal purchas- 
ing. To blame any depression on 
the instalment purchasers means 
that instalment buying must drop 
off in much greater proportion than 
cash or short term credit buying. 


*A symbolical name, not that of any person. 


on open credit. A 40% drop in all retail sales, 
during a depression, based on 1937 figures, 
means a drop of 4.88%, or $2,000,000,000, on 
all instalment sales; but it would also mean 
a drop of 35.12%, or $14,400,000,000, in re- 
tail sales made for cash or on open credit. 


It must be obvious, then, that the drop in 
volume of sales for cash or open credit, and 
not the drop in instalment sales, causes and 
prolongs a business depression. A total 


find that John Jones— sound instal- 
ment buyer—is not a menace. He is 
a worthy and valuable contributor 
to the prosperity of American 
business and to the happiness of 
American life. 


COMMERCIAL CREDIT COMPANY 


BALTIMORE 

- Wholesale, Retail Instalment and Open 
Account Financing, Factoring and 
Credit Insurance through subsidiaries 


Credit Bankers to America’s Families 
Capital and Surplus over $64,000,000 


SERVING MANUFACTURERS, DISTRIBUTORS AND DEALERS THROUGH MORE THAN 200 OFFICES IN THE U. S. AND CANADA 
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wilt LINEN BEDGER 


CAGET CECOTAS 
( 


A questionnaire sent to representative banks in the Middle West 
and East reveals a decided sentiment in favor of permanent 
retainment of bank records »,, When Dreadnaught Linen Ledger, 
for records, and Dreadnaught Parchment for letterheads is specified, 
bankers may rest assured that important records and correspon- 
dence will be permanently preserved-,, Your printer will tell you 
that Dreadnaught Ledger is made entirely of new white rags and 
barring fire and deliberate destruction, will withstand the assault 


of time, keeping important records permanently fresh and legible. 


GILBERT PAPER COMPANY 
Makers of Fine Permanent Bonds and Ledgers, Since 1887 


MENASHA, WISCONSIN 


i IDE 
sch 
to! 
uc 
Ci 
its 
in 
| m 
cc 
us 
fe 
fi 
x 
56 
_BANKING 


37 


IDEAS—Continued 


which, among other things, told of the 
insurance provided by the F.D.I.C. 
“In order to play that up” reports 
President B. L. Ross, “‘ we invited 5,000 
advanced high school students of the 
country to come and inspect our build- 
ing. It took us two days to show these 
young people through. We then offered 
prizes for the best essays in each of the 
schools on the subject ‘Why Are De- 
positor’s Funds in the Phillips National 
Bank Secure?’ Thisimmediately aroused 
keen interest and we believe the contest 
will result in the students knowing more 
about modern banking equipment and 
policies.” 


King Cotton 

STRESSING THE SIGNIFICANCE of cot- 
ton and the consumption of cotton prod- 
ucts to the prosperity of the South, the 
Citizens & Southern National Bank in 
its main office in Atlanta presented dur- 
ing National Cotton Week one of the 
most comprehensive textile displays 
ever held in the South. Some 35 Georgia 
cotton mills participated in the display, 
using from one to four 6-foot panels to 
feature their products. 

Mounted on double-sided easels the 
exhibit was literally two blocks long. 
During the week it was estimated that 
fully 25,000 people visited the bank. 


Attendance and interest caused a sec- | 


ond week hold-over. 
In announcing the exhibit H. Lane 


N. J. PRESIDENT 


George Letterhouse, trust of- 
ficer of the Commercial Trust 
Company of New Jersey, Jersey 
City, is the newly elected presi- 
dent of the New Jersey Bankers 
Association 
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Young, executive vice-president, said: 
“This exhibit is in no sense a ‘stunt’ 
or an advertising device. We of the 
South must realize that in great measure 
our progress and prosperity is dependent 
upon the success of our greatest farming 
crop—cotton. Through the years we 
have built up a tremendous production 
on our farms and established great proc- 
essing industries with a capital invest- 
ment running into millions of dollars. 
“Our exhibit is intended to convey 
to people a better appreciation of the 
cotton products which are made in our 
own state by our own people and from 
our own cotton. Believing that it is our 


obligation as a bank to do all we can to 
create greater prosperity, we open this 
exhibition with the hope that all who 
visit it will become more deeply im- 
pressed with the necessity of using cot- 
ton products whenever possible.” 


Reward 

A LITTLE GRAY POSTER printed in red 
with a blazoned “‘ Reward” is pasted on 
stock certificates and bonds purchased 
for customers through the security de- 
partment of the Irvington National 
Bank, Irvington, New Jersey. The “re- 
ward” is peace of mind and assurance 
of securitv—if the valuable document is 


"Te 75TH ANNIVERSARY 
of The First National Bank of 
Chicago occurs July 1, 1938. 
During three-quarters of a cen- 
tury the bank has grown with the 
city and the great central valley 
of the United States. 
facilities for the transaction of 
financial business in this country 
and throughout the world are 
offered those who find a Chicago 

connection advantageous. 


The First National Bank 
of Chicago 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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placed in one of the bank’s safe deposit 
boxes. One of the bank’s directors, an 
insurance broker, is using the poster on 
policies issued through his office. 


Summing Up 

Last month this department de- 
scribed an unusual check produced by 
the Warren National Bank of Warren, 
Pennsylvania, to boost its community. 
The idea of fitting community copy in 
small type in the usual blank spaces of a 
check is novel enough, but to Warren it 
is only part of a continuous campaign. 
Each year on the first Saturday in 


tural show developed around the slogan 
“Let’sMakeWarrenKnownforBeauty”’. 
With this is a series of 20 industrial 
shows built on the theme “Let’s Look 
at Warren”. Now a current blotter se- 
ries features timely suggestions on “One 
Way to Advertise Warren” and window 
displays are designed with the theme 
“We Are Proud of Warren and Our 
Part in It.” 


Posies 


THE NINTH ANNUAL Spring flower 
show was held recently by the Garden 
Club in the lobby of The Bank for Sav- 


September the bank holds an agricul- ings, New York City. Two shows are 


Accounts ? 


Can a Safe Loan be 
made on Past Due 


Can your commercial loans 


payable to your institution. 


Insurance?” 


OF NEW YORK 


manufacturers’ or merchants’ receivables are likewise safe? 


If your customer is protected by Credit Insurance, you 
do not have to scrutinize, or question, or concern yourself 
about the condition of his open accounts — how many 
are past due, or even hopeless. 


You are assured that receivables are worth 100 cents on 
the dollar — that potential credit losses are adequately 
covered. Moreover, protection for the bank may be written 
into the credit insurance policy —the proceeds made 


Many banks advise borrowers to insure their credits; 
some banks insist that they do so, as a measure of protec- 
tion to borrower and lender, alike. 


Any American Credit representative will gladly explain 
to you why it is desirable for you to follow the example of 
other bank executives, who incorporate in their financial 
statement blanks, the question: ‘‘Do you carry Credit 


American Credit Indemnity Co. 


J. F. 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


be perfectly safe unless the 


McFADDEN,, President 


held each year—Spring and Fall. The 
only requirements are that flowers, 
shrubs and vines entered for competi- 
tion shall have been grown in the gar- 
dens of employees and that simple rules 
relating to various classifications are 
observed. Exhibitors arrange their own 
flowers and replace wilted ones as 
needed. The bank supplies vases, but 
some of the fastidious prefer to use 
their own. Awards are based on points 
received in both shows and prizes are 
usually orders on seed and bulb houses. 
Depositors come from all around to see 
the show. Naturally in a gardenless city 
horticultural interest and just plain 


| everyday love of nature run very high. 


To add a touch, the bank hires six 
canaries to sing during the two-day 
show. 


Vacation Services 


ABOUT THIS TIME, seasonal bank mer- 
chandising for the vacationist is in full 
swing. The erstwhile traveler or the 
confirmed globe-trotter has business 
for the bank. As suggested in the new 
folder of the First National Trust & 
Savings Bank of San Diego, California, 
there are five appealing services: auto 
loans, travel bureau, safe deposit, stor- 
age vault and trust service for securities 
under an agency or custodian account. 


Blunt Views 


THE EQUITABLE Trust COMPANY 
OF WILMINGTON, Delaware, believes in 
bonds, as do all banks, but does not 
hesitate to air blunt views on the sub- 
ject in current advertising. One ad 
states: “ We believe in bonds when they 
are judiciously selected, for specific pur- 
poses, and are watched week in and 
week out by men who know what to 
watch for . . . and who have about as 
much blind, trusting faith in them as an 
experienced animal trainer has in a new 
aggregation of lions and tigers”. The ad 
says that more than 3,087 American 
municipal issues were in default as to 
either principal and interest on January 
1, 1938; at least 306 railroad bonds de- 
faulted between 1928 and the beginning 
of 1938. So did 1,007 industrials. So did 
490 public utility issues. Facts speak 
bluntly—and why shouldn’t the bank 
which has qualified men in the trust 
department organized to select and re- 
view bonds constantly for the benefit of 
customers. 


Ohio Valley Industrial Life 


THE WHEELING DoLtar Savincs & 
Trust CoMPANY runs a campaign on 
this subject and does not miss a trick. 
Wheeling Steel, subject of one ad, gets a 
fine boost for its own institutional work. 
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The ad compliments the corporation’s 
coast-to-coast program which brings 
one or more talented employees before 
the “mike” weekly. There is also a 
sketchy review of steel development 
and facts about wages and employment. 
To this the bank ties in the corporation 
as one of its depositors. 


Industrial Savings 

AN EMPLOYEES’ SAVINGS PLAN, devoid 
of all idealistic welfare schemes smack- 
ing of paternalism, has been in opera- 
tion at the Central Savings Bank, New 
York City, for some time. The objective 
of the plan is to improve the mental 
attitude of corporation personnel and 
contribute something to the happiness 
and efficiency of the organization. It is 
offered as a solution for better personnel 
relations—a tender point for all business 
today. 

The plan, briefly, consists of appor- 
tioning employee wages to a savings 
account by a method which reduces 
detail to a minimum. On paydays the 
paymaster sends the amount, authorized 
by the individual employee, to the 
bank where it is credited in his passbook. 
No limit is set upon deposits, except as 
required by state law, and the objective 
of the plan is to develop a consistency 
of saving. The bank installs the system 
and po pressure is exerted on the in- 
dividual—he cooperates of his own 
accord. Complete details of the plan 
and its benefits are attractively printed 
in a bound brochure. 


Silent Salesmen 


CLEVER CUT-OUTS to be stuck, hung 
or affixed to items of merchandise 
financed through “Timeplan”’ credit 
are being used by the Bank of America, 
California. These pieces are distributed 
free to merchants for display on mer- 
chandise in windows or on sales floors. 
Adequate space is provided for lettering 
purchase price and amount of monthly 
payment. These silent salesmen help 
move merchandise as well as impress 
the customer with the scope of Time- 
plan. However, Bank of America only 
appears as a minute name in the copy- 
right. These happy little cartoon figures 
have become a sort of trademark. They 
also appear frequently in one-column 
newspaper ads. 


To Executors 


Tue Trust ComPANyY OF GEORGIA 
directs a very logical mail campaign 
to individuals who are or will likely 
be appointed executors of relatives’ or 
friends’ estates. Hitting the vulnerable 
points, each folder presents facts—not 
in a scarey manner—but impressive 
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enough to bring the recipient to realize 
that the appointment of himself as 
executor is no picnic. One folder en- 
titled “$500 PENALT Y—if you neglect 
this’””—brings out the point that neglect 
to notify taxing authorities of the 
appointment will liable the person to 
such a fine. Other folders in the series 
stress specific instances in which in- 
experienced or careless executors expose 
themselves and the estates to loss. 
This is in no sense merely a “heckling 
campaign”. The bank has prepared a 
booklet of practical information on 
estate planning problems especially for 
this list of prospects. The prospect 
simply signs his name and address to a 
business reply card to get the booklet. 


Secrecy Pledge 


To IMPRESS new and temporary 
employees with the necessity for abso- 
lute secrecy on bank matters, the First 
National Bank in Palm Beach, Florida, 
has a “secrecy pledge” which is signed 
by all officers and employees. It is said 


to be a help to the personnel officer who | 
would be continually called upon to | 


talk with each member about the 
seriousness of confidential bank relations 
with customers. The pledge itself is 
simply written and contains only such 
points as are observed in employee 
relations in all banking institutions. 


Research 


THE RESEARCH ADVISORY SERVICE of 
the Liberty Bank of Buffalo, New York, 


MISSISSIPPI BANKER 


W. A. Montgomery, cashier of 
the Bank of Edwards, was 


elected president of the Mis- 


sissippi Bankers Association 

at the joint convention of 

the Mississippi and Louisiana 
Bankers Associations 


| 


As depository for 516 of the 594 
banks in Wisconsin, the First 


Wisconsin National of Milwau- 


kee maintains unparalleled cor- 


respondent contacts through- 
out this state — the practical 


basis for three major services: 


1. The unique C-R-S Plan — Co-or- 
dinated Regional Service — re- 
markably efficient “streamlined” 
service geared to the Wisconsin 
needs of national business cor- 
porations. 


2. Utmost speed and economy in 
the collection of Wisconsin items. 


3. First-hand knowledge of busi- 
ness facts (and business men) in 
every section of the rich Wis- 
consin market. 
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has published an attractively bound 
book entitled Forging Ahead Through 
Research. In essence, it is an outline 
of the whys and wherefores of applying 
the results of modern research to the 
individual’s business. It calls upon 
business to consider the future and the 
vital questions affecting development 
in all lines. It discusses the bank’s 
advisory service and its established 
connections with 700 research labora- 
tories throughout the world. It tells of 
the revolutionary developments con- 
tinually pouring into our markets—re- 
sults of scientific research. It points out 
how materials will change, processes 


improve, markets shift—and how in 
five years or ten these things will affect 
the individual’s business unless he 
keeps pace with current research. One 
chapter of the book gives interesting 
case histories of problems brought be- 
fore and solved by the service. Offered 
without charge, manufacturers in all 
lines are invited to make use of the 
service. 


Free Parking 

Customers of the Canal National 
Bank of Portland, Maine, enjoy the 
advantage of convenient, free parking 
for their cars directly in the rear of the 


The Low Cost.:Safety 


RESULTS OF LUMBERMENS SAFETY ENGINEERING SERVICE 


Evidenced by Reduced Aceident Frequency 


LUMBER & 
CONSTRUCTION WOODWORKING 
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GENERAL FOOD 
MANUFACTURING PRODUCTION 


YEARS UNDER LUMBERMENS PROTECTION 


NOTE — Data compiled from the experience of 11 construction, 27 lumber and woodworking, 56 manu- 
facturing and $4 food production representative workmen's compensation policyheldere. 


te the concerns whose accident records are charted above what advantages 
they have secured from Lumbermens safety engineering service. They 


will tell you that it has saved them money by saving production hours as well 
as by lowering insurance costs. 


Every accident brings in its wake uninsurable losses which the employer 
must bear. Many times these production losses are greater than the com- 
pensation and medical cost. The savings Lumbermens has effected for many 
concerns in this manner represent an important reduction in their overhead. 


In addition preventing accidents is good business for an insurance company 
as well. In Lumbermens, a mutual company, the lowered losses that result 
from accident prevention help make possible the sizeable cash dividends 
policyholders have received each year. 


These dividends might make a substantial difference in the profit and loss 


statements of some of your present clients. May we present more complete 
information? 


Compensation, Plate Glass, Fidelity Bonds and other forms of 
casualty insurance, including Fire — written in associated companies. 


LUMBERMENS 
Mutual Casualty Company 


James S. Kemper, President 


Save with Safety in the ‘‘World’s Greatest Automobile Mutual’’ 
° Division of CKemprer 


HOME OFFICE: MUTUAL INSURANCE BLDG., CHICAGO, U.S.A. 


| Automobile, Personal Accident, Public Liability, Boiler and Machinery, | 


bank building. A special entrance leads 
from the parking lot to banking quar. 
ters. As current ads sell the bank’s 
many services, free parking, with no 
restrictions on time, is featured as an 
incentive to both local and out-of. 
town patrons and prospects. Occasion. 
ally a map is inserted to show location of 
driving entrance and parking lot. But 
most of the community is familiar with 
the sloganized landmark—drive in at 
“The Sign of the Wagon-blue Posts”. 


One-Third of the Job 


THE PeERSONAL LOAN & Savines 
Bank of Chicago divides its service job 
in thirds: one third to lend money to 
individuals at reasonable rates and 
liberal terms; one third to provide a 


| monthly retirement plan so that bor- 


rowers may have the money to pay off 
the loans when they come due; and one 
third to encourage them to continue to 
save. money each month. Here is a 
happy uplifting combination which 
may be worked with good results by 
any institution anxious to build profit- 
able interest accounts from depositors 
they help out of the doldrums. The 
process has merit from a social and 
economic point of view as well. A 
chronic borrower who is never set 
aright seldom becomes a good customer. 


Family Savings 

THE WILLIAMSBURGH SAVINGS BANK 
OF BROOKLYN has launched a campaign 
featuring the copyright slogan “The 
Williamsburgh, The Family Mutual 


| Savings Bank”’. The slogan, illustrated 


with a typical American family, closely 
ties up newspaper, poster, car cards 
and direct-to-home publication adver- 
tising. All copy and art are direct, 
brisk and friendly in tone. Emphasis on 
the family unit in a campaign of this 
size is something new to the mutual 
field. Precedents in the commercial 
field have proved that products and 
services which naturally appeal to the 
family as a unit, and to all members as 
individuals, can best be reached by 
playing up the unit. To follow through 
on this unit appeal the bank’s service 
begins with school savings for the child 
and later fits the financial requirements 
of adults. This is an instance of fitting 
advertising to service, and not as is 
often the case—service to advertising. 


Sheep Talk 

To READ the bulletins of the First 
National Bank of Clarksville, Tennes- 
see, one gets the impression of a 
banker who is willing to put one foot 


| on the fence rail, chin in hand, and 


(CONTINUED ON PAGE 62) 
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Tbe Bank of New York erected the above  baidding in 1797 
on the site still occupied at the (ornerof Wall &3 William Sts. 


The Return of 


an Old and 
Honored Name 


As of July 1, 1938, the Bank of New York & 
Trust Company changes its name to Bank of 
New York. This change, however, merely marks 
the return of an old and honored name, by which 
the Bank was known for 138 years of its 154- 
year existence. 

This Bank was founded as the Bank of New 
York by Alexander Hamilton and a small group 
of other leading New York citizens on March 15, 
1784, five years before the American Constitution 
was adopted, and when New York was a city of 


Rees 


Present building of the Bank of New York. 


only 23,000 people. It was New York’s first bank 
and for 15 years its only bank. It was known to 
the citizens of early New York simply as “the 
Bank.” It gave the City its first orderly financial 
accommodations, and did much to establish 
sound banking practices and principles for future 
American business. 

The change is one of name only. It will not in- 
volve any change in our policies or in the character 
of our business. Both our trust and commercial 
banking business will be conducted as heretofore. 


BANK OF NEw YORK 


48 Wall Street — New York 


UPTOWN OFFICE: 


MADISON AVENUE AT 63RD STREET 
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IDEAS—Continued 


talk heart to heart with the farmer on 
the other side. This bank has set up 
Four Pillars of Income for its area: 
tobacco in January, lambs and wool 
in May and June, small grains in 
midsummer, and livestock in the Fall. 

Seasonally, each point in this well- 
balanced structure of farm income 
gets a helping hand and sound advice 
from the bank. Now that the sheep 
question is raised, the bank announces 
that it is in touch with breeders in the 
Northwest and will arrange to bring in 
a few carloads of sheep to supply local 


needs. The bulletin gives helpful hints 
on sheep raising, discusses fencing 
problems and protection from dogs, and 
tells how FHA Title I may be used to 
finance all the necessary preparations 
for expanding the sheep industry locally. 
The bank suggests that interested 
farmers consult bank officers who, 
although not sheep experts, are pre- 
pared to give practical information on 
where, what and how to buy. 


Borrowing Experiences 

BANK OF MONTREAL, Canada, runs a 
series of 15 small ads, each illustrating a 
typical borrower’s experience, taken 


Accurate as the compounding of a 


prescription...... FULTON 
CORRESPONDENT 
SERVICE 


FULTON NATIONAL 
| (Bank 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


from bank records. Although the ads 
make no direct appeal for business, the 
scope covered is sufficient to show how 
wide and varied is the range of loan 
service. The personal problems of the 
grocer, milkman, professional man and 
business executive fall within broad 
classifications and so appeals reach 
class by class. This form of indirect 
appeal seems very popular in Canada— 
it builds confidence in the institution 
and banking service in general and by 
way of suggestion it sells services with- 
out being too forward. 


Forceful Background 


NOVEL BACKGROUND TREATMENTS ip 
newspaper ads have a way of stopping 
the otherwise casual reader and holding 
his interest through an ad. One example 
by the City National Bank and Trust 
Company of Columbus inserts copy 
on vital statistics and wills on a back- 
ground of typical notices—births, deaths 
and marriages. Background edges are 
flayed, giving the impression that the 
story comes screaming out of the page. 


Business Progress 


WITH ALL EYES on the condition of 
business, the Madison-Crawford Na- 
tional Bank of Chicago issues a busi- 
ness graph showing the ups and downs 
of finance, stocks and commodity 
prices from 1835 to 1938. Colors check 
periods of war, inflation, deflation and 
business boom years. Varied color 
lines trace through periods of prosperity, 
industrial stock prices and bond yields. 


LOUISIANA BANKER 


F. F. Millsaps, president of the 
Ouachita National Bank in 
Monroe, was elected president 
of the Louisiana Bankers Asso- 
ciation for the current year 
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Burroughs 


Simplified Accounting Plan 


Makes Better Customers 


for Banks 


The Burroughs Simplified Accounting Plan has been 
tested by years of successful operation. Today, thou- 
sands of concerns in every line of business are better 


bank customers because they use this plan. 


It gives them the daily figures that point the way to 
better management. With these essential figures as a 
guide they can increase their profits, and prevent 
losses. And when they ask for credit, they can give 
you an up-to-date financial statement taken from 
records that are balanced every day. Yet, it is simple 


and easily within the means of any business. 


If you are interested in learning more about this 

simple plan, we will be glad to send you a folder con- 

taining complete information. Call our local office, 

or write— 

BURROUGHS ADDING MACHINE COMPANY 
Detroit, Michigan 


FACTORIES AT DETROIT AND PLYMOUTH, MICHIGAN, U.S.A. 
WINDSOR, CANADA; NOTTINGHAM, ENGLAND 


Figuring, Accounting, Statistical Machines . Cash Registers 
Typewriters e Correct-Posture Chairs -* Supplies 
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NE often reads articles that tell how 
to avoid the peak load, that is, the 
extra work occurring on the last of the 
month. During this time I have often 
wondered, Why should the peak load be 
avoided? What, if any, are the benefits 
of avoiding it? The only benefit I have 
been able to discover is that on the last 
of the month everyone leaves at the 
regular quitting hour. 
There are two principal ways to 
avoid the peak. First, close the books at 


In Defense of Peak Loads 


noon and hold over all work coming in 
during the afternoon. Second, split the 
ledgers into several parts so that one 
group of customers receives statements 
on the 10th and others on the 20th and 
30th. 

Using the first method gives an in- 
complete statement, since any checks 
paid or deposits made in the afternoon 
are missing from the statement. Most 
customers have regular hours of deposit- 
ing. If, on the last day of each month, 


“A LOCAL HABITATION AND A NAME" 


Dorothy is only seventeen. Yet she is just as much inter- 
ested in reading the family’s Localnews Daily as her 
mother and father are. For there she too finds the names 
of those she knows intimately. 

Today Dorothy is especially thrilled. For at the top 
of the column on the eighth page is her own name! 

News? To Dorothy, here is more exciting news than 
all the battles in Spain and China! 

The interest of Dorothy and the countless other 
youngsters who regularly read the Localnews Dailies is 
of great importance to the modern advertiser. Time 
and again it is through the influence of these youngsters 


that the sale is made. 


Success in advertising depends upon reaching every 
member of the family. You know you will, when you 


advertise in the Localnews Dailies! 


“The more names, the more news” 


LOCALN EWS) ) Z 


CIRCULATION OVER 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 
national Advertisers through recognized advertising agencies. 


20,000,000 DAILY 


the books are closed at noon, the regular 
afternoon depositors will be unable to 
have their deposits posted on that 
month’s business. This would work 
havoc with accounts that must have 
definite hours of deposit and that re- 
quire exact statements at the close of the 
month. 

To splitting the ledgers into sections 
and issuing statements in groups on the 
10th, 20th and 30th the same objec- 
tions can be raised. Only the last group 
receives complete statements. It also 
seems that, instead of having only one 
peak load, this splitting into three sec- 
tions would tend to create three minor 
peak loads. 

If we are going to issue statements 
that are incomplete either from noon 
closing or splitting the ledgers, why not 
go one step further? Why not close at 
noon every last of the month? This 
would not meet with much general ap- 
proval, but, after all, that is what the 
various suggestions really amount to. 

Since the customer pays a service 
charge if his account is not profitable 
he has a right to expect that some of the 
service shall meet with his approval. 
The peak load is a bank problem and 
one which the bank should solve. 
There is no intelligible reason why it 
should be passed on to the customer. 

C. W. FisHBAUGH 
Shenandoah, Iowa 


OKLAHOMA BANKER 


E. C. Love, president of the 
First National Bank of Chan- 
dler, is the new president of the 
Oklahoma Bankers Association 
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PROTECT RESALE VALUE BY 


The Smiths are enjoying their new 
home, bought with an FHA loan. 
They are giving the bathroom, 
kitchen and heating equipment the 
ordinary hard use that you would 
expect from a normal American 
family. But should the property 
come back to the mortgage lender 
early or late in the 20-year term, its 
resale value will be higher because 
it’s Crane-Equipped throughout. 


ICRANE 


Crane plumbing and automatic 
heating products have the endur- 
ing quality that stands years of use. 
They are conservatively styled to 
stay modern—stay free from high 
upkeep and repair cost. And Crane 
quality equipment is available for 
every type of dwelling—at every 
price level. See and examine Crane 
quality for yourself at one of the 
Cr.ne Display Rooms. 


VALVES 
PLUMBING 


FITTINGS + PIPE 
HEATING + PUMPS 


CRANE CO., GENERAL OFFICES: 836 SOUTH MICHIGAN AVENUE, CHICAGO 


NATION-WIDE SERVICE THROUGH 134 BRANCHES AND MORE THAN 500 WHOLESALERS 
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Washington, D. C. 
it requires no great financial perspi- 
cacity to realize that if the volume of 
securities available for investment re- 
mains static while funds seeking invest- 
ment increase, the rush to get the se- 
curities will drive up their prices to a 
point of minimum worthwhile return; 
much more so if the volume of securi- 
ties decreases while investment funds 
increase. 
Such, in a nutshell, is the situation 


As of the New Fiseal Year 


growing out of the Treasury’s June 
financing and its plans for future trans- 
actions. No other development could 
have been expected from the Govern- 
ment’s decision to use the sterilized 
gold fund to meet its expenditures. By 
spending this money to meet the current 
budget deficit the Treasury pumps 
ir yney into the banks without providing 
an investment outlet for the increasing 
deposits. 

Under the June financing arrange- 


banking facilities 


are transformed 


into 


specific, individualized 


services 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 


ment, in fact, redemption of outstand- 
ing weekly bill issues is expected to be 
such as to reduce outstanding Govern. 
ment securities of all sorts by approxi- 
mately $200,000,000 by August 31, 
With the expenditure of the gold steri- 
lization fund the Government will in- 
crease bank deposits to what they would 
have been had imports of gold been 
allowed to increase bank deposits as 
the imports occurred. By reversing the 
gold sterilization policy the Treasury 
precipitates conditions to which the 
money and security markets might have 
adjusted themselves gradually had gold 
sterilization not brought about a rather 
artificial situation. 

From a banking standpoint the im- 
mediate importance of the matter lies 
in the influence of the Government’s 
financing upon interest rates and invest- 
ment return. It has been inevitable that 
the easy money policy implemented by 
desterilization and the reduction in 
member bank reserve requirements 
should involve lower interest rates and 
a reduction in returns as investors strug- 
gle for a share of available securities. 

The volume of new money Govern- 
ment financing in the next 12 months is 
conjectural. Original estimates of the 
Treasury’s income for the new fiscal 
year were $5,919,400,000. Whether the 
Revenue Act of 1938 will bring in that 
amount under a continuing business 
depression remains to be seen. On the 
other hand, appropriations of the last 
Congress are the largest ever made in 
peace time. Some are for the fiscal year 
just closed. Some represent expenditures 
which will not be made in the new fiscal 
year. Over a billion dollars will be cov- 
ered by Social Security taxes which, 
however, does not mean that the public 
debt will not be increased by that 
amount. A billion and a quarter dollars 
will be covered by gold desterilization. 
This is already written into the public 
debt. 

Appropriations also do not necessar- 
ily mean expenditures although in the 
present situation they probably will, 
eventually. On the face of the figures 
the public debt next year will probably 
be increased by something like $6,000,- 
000,000 of which perhaps $3,500,000,000 
will represent new money borrowed 
from the public. It may be added 
that the prospective increase in the 
public debt will carry the total rather 
close to the $45,000,000,000 to which it 
is now limited by law. 

G. E. A. 
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Service Charge Income 


HE importance of service charges in 

present day banking is made appar- 
ent by the 1938 report of the bank 
management commission, Kansas Bank- 
ers Association. 

Consolidating its own data with in- 
formation obtained in a state banking 
department survey, the commission says 
that the dollar income result of service 
charges in Kansas banks last year was: 

Service 

Charges 
Collected On 

Checking 

Accounts All Service 

Only Charges 
$ 519,450 $ 935,308 
634,536 894,700 


Total of 


505 state banks 
186 national banks. . 


$1,153,986 $1,830,008 


“When consideration is given to these 
figures,” says the commission, “‘it is not 
difficult to see the tremendous part the 
service charge program is playing in the 
sound and profitable operation of 
Kansas banks. The total capital stock, 
including preferred and common, of all 
Kansas banks on December 31, 1937, 
was $29,206,000. The total capital struc- 
ture, including surplus and undivided 
profits, was $40,303,378. Service charge 
income for 1937 represented 6.3 per cent 
on the capital stock and 4.5 per cent on 
the total capital structure. 

‘“‘When we remember that these re- 
sults have been obtained in spite of the 
fact that approximately 13 per cent of 
Kansas banks made no service charge 
on checking accounts in 1937 and ap- 
proximately 61 per cent made inade- 
quate charges, we can visualize in a 
small way what the results will be when 
Kansas banks are 100 per cent on this 
program. 

“The 355 banks which have reported 
to this commission for 1937 show a total 
service charge income of $1,208,210 and 
total net earnings of $3,052,148. In 
other words, service charges represented 
40 per cent of the net earnings of these 
banks.” 

The survey made by Bank Commis- 
sioner Elwood M. Brooks, covering 


Kansas’s 505 state banks, revealed that | 


68 of these institutions collected no 
charges on checking accounts in 1937, 
and that 311 banks had made inade- 
quate charges and 106 satisfactory 
charges. There were only 88 banks 
whose income from this source was con- 
sidered good. In a letter transmitting 
the report of his study to the banks, 
Commissioner Elwood emphasized the 
need for uniformity in administering 
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charges, pointing out that the lack of 
uniformity “creates dissatisfaction and 
confusion among bank customers.”’ 
“This department feels,” he said, 
“that it cannot do anything more con- 
structive for the banks of Kansas than 
to have a part in getting all banks to 
adopt and use a uniform system of 


service charges. This achievement will 
assist in enabling a bank to pay fair 
salaries to its employees, build up the 
surplus and undivided profits accounts, 
absorb losses and pay fair dividends to 
the stockholders. After all, the commu- 
nity having a bank with such a record 
is the greatest gainer.” 


"THANKS FOR CALLING" 


elps a lot of folks to know each other 


The telephone h 
better. Business is easie 


richer—because of it. 
“Thanks for calling,” 
many times a day, 


ness, dependa 


r—friends are nearer—life is 


spoken over the telephone 
is a friendly reminder of the useful- 


bility and value of Bell System service. 


BELL TELEPHONE SYSTEM 
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Trends in Automobile Paper 


TATISTICS on automobile paper in 
the United States, compiled by the 
National Association of Sales Finance 
Companies, Chicago, show some rather 
sharp changes for 1937 as compared 
with 1936. 

The record in long term paper, com- 
ments the association, is “distinctly 
disappointing ”’, for there was a percent- 
age increase from 58.9 in 1936 to 68 last 
year in the transactions, on both old 
and new cars, having more than 12 


months’ maturity. There has, in fact 
been a rise in this category annually for 
several years. In 1935 the percentage 
was 48.3 and in 1934 the figure was 29.8. 

The association presents an analysis 
of retail paper maturities for 1936 and 
1937, showing among other things that 
the percentage of new car paper in the 
“over 18 months” bracket rose from 
26.9 in the earlier year to 44.2 last year. 
For both new and used cars the increase 
was from 18.4 to 28.7. 


A Staggering Bill 


“There is believed to have been a 
considerable reduction in long term 
paper during the latter part of the year 
(1937)” says the report, “but not 
sufficient to overcome the tendency 
toward increasing terms in effect during 
the early months.” 

A substantial increase also occurred 
in the percentage of cars repossessed, 
For both new and used machines this 
figure was 9.4 per cent last year as com- 
pared with 5.1 for 1936 and was the 
largest for any year on record, with the 
exception of 1932 when it was 10.4. 

The percentage of new cars sold on 
instalment, however, decreased from 
60.9 per cent in 1936 to 57.2 in 1937, 
Nevertheless, the figure for used vehi- 
cles rose from 58.5 to 60.1. The com- 
bined percentage for new and used cars 
last year was 59.0 compared with 59.4 
in the previous year. 

Retail automobile paper in 1937 is 

estimated by the association at $1,135,- 
000,000 on new and $686,000,000 on old 
cars, compared respectively with $1,106,- 
000,000 and $610,000,000 in 1936. The 
wholesale volurre is placed at $1,887,- 
000,000 against $1,704,000,000. 
*. While the percentage of paper having 
more than 12 months’ maturity was 
increasing last year in this country, a 
slight decline occurred in the Canadian 
aggregate. 


ILLINOIS BANKER 
Fred A. Gerding, president and 
trust officer of the First Na- 
tional Bank of Ottawa, has 
been elected president of the 
Illinois Bankers Association 


The underworld’s income from all sources for 1937 is said to have 
been $23,000,000,000! The annual bill to the nation for armed robbery 
alone has been estimated at $1,500,000,000 . . . as much as was spent 
for public schools! 


No insurance or bond can guarantee that the underworld won’t render 
you a bill tomorrow. But the protection of Standard Accident of 
Detroit assures you of indemnity for losses incurred through burglary, 
robbery, hold-up, embezzlement, and similar depredations. 


Your nearest Standard Agent . . . one of 9000 . . . will gladly analyze 
your protection needs and indicate where and how your defenses against 
misfortune may be strengthened. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies . 


. » Since 1884 
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ON the first page of the recent A.B.A. Booklet, “Purchasing of Bank Supplies,” you find this 
suggestion: “the purchasing officer should visit the plants of outstanding manufacturers of such 
commodities as his bank uses... familiarize himself with manufacturing processes. ..Such knowl- 
edge contributes greatly to the efficiency of any purchasing department.” 

Whenever you are considering such a visit, we invite you to select the plant of one of our 


I.B.S. members. First of all, you will be welcome. And the fact of Institute membership means that 


in mechanical facilities and technical skill you will be inspecting a modern plant that produces 


work of high quality. We shall be glad to advise you of the names of any Institute members who 


may be located near you. 


THIS ADVERTISEMENT IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE or BANK STATIONERS 
120 Wall Street, New York 
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OME 18 months ago, a small bank 
operating in one of our leading 
cities decided to experiment with radio 
advertising. It had been attracted by 
what appeared to be a “good buy”— 
a worthwhile offer on the part of a local 
broadcasting station. The bank in ques- 
tion was particularly anxious to de- 
velop its personal loan and small check- 
ing business and felt that times were 
particularly opportune for a ready ac- 
ceptance of such services. 

The contract offered covered an 8- 
week period at a total cost of $99. It 
called for a 25-word “program break” 
announcement daily, five days a week, 
ard a 100-word message delivered dur- 


A Profitable Radio Campaign 


ing a feature program on the sixth day, 
all in the early evening. 

The contract was entered into with 
some misgivings on the part of the 
bank’s officials as to the possible pulling 
power of a local radio broadcast, par- 
ticularly in the early evening hours. 
(In passing, it is the writer’s experience 
that too many bankers and business 
executives are prone to discount a 
medium of publicity because it does not 
appeal to them personally, overlooking 
the fact that it might reach a large 
proportion of their customers and 
prospects. ) 

This bank was well satisfied with the 
almost immediate public interest shown 


to share with correspondents 


Nearly five decades of banking have provided The 

Northern Trust Company with the necessary back- 

ground and information to render outstanding cor- 

Tespondent service to out-of-town banks. And this 

institution is always ready to share with visiting 

banker-customers the benefits of its wide contacts 
and long experience. 


THE NORTHEE 
UST COMPAI 


CORNER LA SALLE AND MONROE STREETS, 


r Federal Deposit Insurance 


in the form of personal, mail and tele. 
phone inquiries, and with the actual 
business obtained as a result. Upon 
termination of the 8-week contract it 
was decided to sign for another similar 
period and to broadcast over a more 
popular local station at a much greater 
cost. 

This latter contract, also of eight 
weeks’ duration, was for a 75-word 
message daily, six days a week, to be in- 
cluded in a program of music with 
seven other non-competitive advertisers 
during the course of one hour. The cost 
in this case was $60 per week. 

Here again results were well worth- 
while and, strange to say, the volume of 
business obtained was almost in exact 
proportion per dollar invested to the 
first and lower priced effort. 


FOR FOREIGN CUSTOMERS 


OMITTING the Summer months, the 
bank resumed its radio advertising in 
the Fall, reverting to the lower priced 
station so as to include within its adver- 
tising budget an experimental contract 
with a third local station specializing 
in foreign tongue broadcasts. This latter 
contract was for daily messages of 100 
words, alternated weekly in Italian and 
Jewish. The cost was $38.40 weekly for 
eight weeks. 

The foreign tongue broadcasts pulled 
well (needless to say, the bank’s location 
was in a section predominantly foreign) 
and this contract was continued through- 
out the Winter and Spring months with 
changes of ‘“‘copy”’ at intervals. 

While it is impossible to quote actual 
figures as to business and profits result- 
ing from radio advertising, the bank is 
well pleased with the substantial growth 
of these two departments, and at- 
tributes it almost solely to the radio 
effort in view of the fact that no other 
medium of advertising was employed 
during the period. 

One outstanding fact was noted and 
is well worth comment. Immediately 
after the first broadcast, inquiries and 
new business started coming in. Im- 
mediately broadcasting was discon- 
tinued, business drastically declined. 
For instance, during the week previous 
to the resumption of broadcasting in the 
Fall of last year, only six small checking 
accounts were opened. Five days after 
resumption, the bank had opened 35 
accounts and continued around this 
level during the run of the contract. 
Then business immediately fell back to 
a low level. A. PATTERSON FIRTH 
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Homes Free and Clear 


d tele. BOUT 20 per cent of the houses with all the ups and downs of the real clearance of the mortgage a real cause of 
actual built in 1926, the second year of estate market that house is usually celebration. .. .” 

Upon the great construction boom, will be worth $4,000 or more today. Thus after He estimated that 25,000 homes were 
act it Hf geared of debt in 1938, reports the living in it for eleven and a half years being cleared of debt this year by fami- 
‘imilar § ynited States Building and Loan the owner has clear title this year to a lies which had the savings and loan 
More § League. piece of property whose worth may be association refinance the remaining 
reater George W. West of Atlanta, chairman expected to increase a little with the debt on their house with a six and a half 

; of the org anization’s home building and coming years of real estate activity, and year maturity dating from 1932, one of 
eight § home owning committee, recalls that at least retain its present worth for the years when so much of this financing 
-word savings, building and loan association several years ahead. By paying off the was done to enable borrowers to keep on 
be m- J mortgages written for 1134 ye rs, the loanina reasonable length of time, these with their home ownership project by 

with J most common term used at thaa time, families have made the day of final extending the terms. 
Users are being cancelled with final paytments 


€ cost § in 1938 wherever the buyer or builder 
has kept to the original contract. 
yorth- Counting the new houses in 1926 as 


meof # well as existing dwellings bought that Contracts 

exact ff year for owner occupancy, Mr. West p t d 

the estimates that about 100,000 families re that are 
will be able to tear up their mortgages insured by 
this year. This estimate makes allow- 


5 ance, Mr. West points out, for those who I ns tal l me nt Pap wt G Old Republic 


3, the sold their houses, those who refinanced avainst the 
ng in their loans with associations so as to get 8 

riced smaller monthly payments when hard N ; death of 
dver- times came, those who refinanced with OW that the Federal Reserve Board’s ii 

tract the H.O.L.C., and even those who ‘Regulation A” makes it possible for commercial - 

— abandoned home ownership during banks to borrow at the Federal Reserve banks on 

atter depression years. th bl il ad 

100 The average loan made by a savings, installment paper with reasonable maturities at a small advance 
| and building and loan association in 1926 over the regular re-discount rate, more banks can be expected 
y for was $3,050, Mr. West said. to avail themselves of this class of business. 

“With such an average loan, the 
iled average new house must have cost It is good business. But it is better business when the unpaid 
tion around $5,000,” he continued. “Even balances due on such contracts are insured against the death of the 
ign) buyers of the merchandise concerned — under Old Republic’s 
= simple, practical plan, which costs the banks nothing. 

Under this plan, which is in successful use by hundreds of banks, 
k is H. E. Cook, president of the uyer’s fami ys and his estate are all covered 100% on the unpai 
wth Second National Bank of Bucy- balance due in case of the death of the buyer. 

is th id f th 

The plan works almost automatically. It costs the bank nothing 
aa to install and operate. It abolishes delay in settlement, inconve- 
ved nience, embarrassment, possible litigation, because Old Republic’s 

. —— prompt check to the bank settles everything. And it builds good 
will for the bank. 
e 
Full particulars of Old Republic's widely used plan will 
[m- et be gladly sent to any bank upon request 
on- 
ed. 
ous 
Old Republic 
ing 
ter 
7 Credit Life Insurance Company 
his 
ct. 309 West Jackson Boulevard - (hicago 
to 
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PROVEN 
New Trust Business 
PROGRAMS 


Ix considering Purse 
coordinated programs for developing new 
trust business, it is not necessary to contem- 
plate a venture with unknown and untried 
methods. 


These programs are now producing valuable 
results for banks and trust companies in 
varied types of communities, in all parts of 
the country. 


They are improving attorney and underwriter 
relationships, increasing internal cooperation, 
and creating trust prospects who are both 
receptive and interested. 


You can easily secure proof of this from those 
who use Purse programs. We will gladly 
send you statements, facts and figures based 
on actual results, sent to us by users. 


Your inquiry will bring you interesting in- 


formation. Why not send it to us today; 
let it bring you facts about a sound method 
for developing new trust business? 


THE PURSE COMPANY 
CHATTANOOGA, TENNESSEE 


rRUST 
ADVERTISING 
HEADQUARTERS 


By the Way— 


ALTER J. CUMMINGS, chairman of the Continenta| 

Illinois National Bank and Trust Company of Chicago, 
left the Illinois Merchants Trust Company as a draft teller 
and returned to the institution, of which it is a part, as the 
chief executive. He spent the first seven years of his business 
life in banking before entering the industrial field. . . . John 
T. Rohr, president of the Toledo Trust Company, started in 
that institution as an office boy. . . . Thomas B. McAdams 
president of the Union Trust Company of Maryland, Balti. 
more, would like to establish the finest financial library jn 
the South as an appropriate tribute to Senator Carter Glass 
of Virginia. 

Philip R. Clarke, president of the City National Bank 
and Trust Company of Chicago, raised an endowment fund 
of $500,000 for the Asheville School for Boys, an institution 
which he never attended as a student. ... Henry H. 
Sanger, president of the Manufacturers National Bank of 
Detroit, has probably attended as many bankers’ conven- 
tions as any one but he never played a game of golf. He isa 
bridge enthusiast. . . . Norfleet Turner, executive vice- 
president of the First National Bank of Memphis, won a golf 
tournament at Belleair, Florida, held by the Association of 
Reserve City Bankers. . . . William Fulton Kurtz, presi- 
dent of the Pennsylvania Company for Insurances on Lives 
and Granting Annuities, Philadelphia, and Harold V. Am- 
berg, vice-president of the First National Bank of Chicago, 
were nominated as two candidates for the presidency of the 
Association of Reserve City Bankers. Each appeared on the 
floor and urged the members to vote for the other. They were 
classmates at Harvard. . . . John H. Hogan, vice-president 
of the Continental Illinois National Bank and Trust Com- 
pany of Chicago, is a crack shot and the owner of many 
trophies. He ran 107 straight shots at the traps on one occa- 
sion. . . . Both W. A. Patterson, president of the United 
Air Lines, and C. R. Smith, president of the American Air- 
lines, started their business careers in banking. Mr. Pat- 
terson was in the credit department of the Wells Fargo 
Bank, while Mr. Smith was employed in a small bank in 
Texas. 

George Luthy, the president of the largest bank in 
Illinois outside of Chicago, is just 40. He is a crack tennis 
player. . . . Ray Harrison, vice-president of the Mellon 
National Bank, Pittsburgh, was a cadet at West Point. He is 
a brother of George L. Harrison, president of the Federal 
Reserve Bank of New York. . . . A. G. Brown, president of 
the Ohio Citizens Trust Company of Toledo, has a son, 
William Brown, who was captain of the football team at 
Washington & Lee University. His son is also a Phi Beta 
Kappa. . . . Colonel Leonard P. Ayres, the economist who 
is vice-president of the Cleveland Trust Company, was at one 
time a professional motorcycle racer. . . . E. G. Bennett, 
executive vice-president of the First Security Bank of Idaho, 
Boise, once was a jockey. . . . John B. Byrne, president of 
the Hartford-Connecticut Trust Company, is a constable. 
He was presented with a gold badge of office by Percy John- 
ston, chairman of the Chemical Bank & Trust Company of 
New York, at the Boston convention of the American Bank- 
ers Association. . . . The hobby of John J. Rowe, president 
of the Fifth Third Union Trust Company, is gardening. He 
‘is an expert horticulturalist. . . . Military strategy is the 
‘favorite study of James H. Perkins, chairman of the Na- 
‘tional City Bank of New York. 


REuBEN A. LEwIs, JR. 
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Teaching Teachers about Banking 


a= of unusual public relations 


First National Bank to represent it in 


tors to receive the visitors and escort 


inental work done recently by the banks completing the plans. At Mr. Spangler’s them through the institution. The 
hicago, of Seattle is described ina memorandum request, Mr. Conley explained the pro- teachers took a keen interest in these 
t teller from D. J. Conley, manager of the gram to the executive officers of the trips. 
as the school savings department, Washing- various banking institutionsin the city; | The dinner that evening was attended 
lisiness ton Mutual Savings Bank, in that city. each gave enthusiastic support and a by 310 persons, including executive 
: John The project, briefly, was a dinner committee was formed to complete de- officers from each Seattle bank, mem- 
rted in given by the banks for local teachers. tails for a dinner at a local hotel. bers of the school board, the superin- 
\dams, But there is more to the story than the Part of the plan was to conduct tendent of schools and his staff, the 
Balti. mere statement of the central idea, and groups of teachers on inspection tours mayor, and the Washington secretary 
‘ary in other banking institutions interested in of the local banks, each of which as- of state, who represented the governor. 
"Glass constructive educational work may signed junior officers or personnel direc- The meeting was featured by a half 
welcome some details. 

Bank There is in Seattle the Association of | — 
t fund Classroom Teachers, composed largely | 

tution of the public school teaching personnel. 
ry H. Among the subdivisions of this organi- 
ink of zation is the Northwest Industries 
— Study Group which gathers information 
te Sa about the section’s various industries 

vice- and passes it along to the pupils. 

a golf Dairying was studied in January, data 

1on of about it being presented in an evening 

rogram. 

Lives 
. Am- FOLLOWED GOOD EXAMPLE 
icago, MR. CONLEY wasa guest on this occa- 
of the sion, and it occurred to him that the 

mn the relation of banks and banking to indus- CENTRAL HANOVER BANK & TRUST 

hes tries in the Northwest might well be COMPANY announces the opening 

ident i f tation 

Com: of a branch office at 7 Princes Street, 

om to the study group. The result was that 

many this suggestion was presented to each E. C. 2, in the center of financial 

occa- city bank and to the clearinghouse London. 

nited association, which approved the idea, 

foo appointing J. W. Spangler of the Seattle- | This office provides complete bank- 

"argo ing service for Central Hanover 

ik in customers having use for a deposi- 

kj ALABAMA PRESIDENT tory or correspondent with access to 

W. of the facilities of the London market. 

First National of 

‘ ontgomery, is president > 

He is T he office at 27 Regent Street,S.W. I, 

deral ciation for the current year will continue, as heretofore, to serve 

nt of the needs of customers to whom a 

son 

“a West End location is a convenience. 

Beta 

who 

CENTRAL HANOVER 

nett, 

aho, BANK AND TRUST COMPANY 

re NEW YORK 

ible. 

ohn- 

y of MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

ink- 

lent 

He 

the 

Na- 
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hour forum at which questions about 
banking were asked from the floor and 
answered by bankers at the speakers’ 
table. Part of this discussion was 
broadcast. 

Each person attending the dinner re- 
ceived a packet of folders covering vari- 
ous Northwest industries. Banking was 
represented by the booklet of questions 
and answers about banking, made avail- 
able by the American Bankers Asso- 
ciation. 

Reactions to the program were highly 
favorable, Mr. Conley reports, both 
among the teachers and among the 
banks. 


Young Folks’ Money 


_ in News Bulletin, pub- 
lished by the University of Chicago 
School of Business, Helen K. McCor- 
mick reports on the results of two survey 
tests which were made to determine 
what young people know about money 
and money management. The tests 
were conducted among 1,980 pupils in 
three Kansas City, Missouri, secondary 
schools. 

The first test contained 91 questions 
on money information and theory. 


14,000 Factories .. . 


Home of diversified industry, New Eng- 


land’s 14,000 factories make more than 
200 different lines of products. The trade 
between New England and other sections, 


amounting to billions of dollars annually, 


requires complete banking facilities such 


as are provided by this institution. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET « BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Personal Loan 
Insurance 


R. W. Hoiienseck, 
President 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 
operates without cost to the bank — and 


pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Che Credit Life Insurance Co. 


HOME OFFICE 


Springfield, Ohia 


The second consisted of statements en- 
dorsing or rejecting certain attitudes 
toward earning, spending, giving or 
saving. 

Results of the money information 
test, says the report, indicated, among 
other things, that the pupils who had 
earned their own spending money or 
received an allowance made higher 
scores than those who had not. The 
length of time that the pupils had made 
or received spending money was also a 
factor. Older pupils tended to make 
higher scores in the test than did the 
younger pupils, and the boys made 
“consistently higher scores than the 
girls.” Also, the economic status of the 
pupil’s family was a consideration, for 
the highest score median was made by 
the high income group. 

The test further revealed that stu- 
dents who had taken economics, com- 
mercial law and bookkeeping knew 
more about money than those who had 
not taken those courses. Pupils who had 
studied economics did best. There was a 
high correlation between the ranking of 
pupils on a mental ability test and their 
scores on the money test. 


THE SCORES WERE VARIED 


THE best score on the test was 78 out 
of a possible 91 points; the poorest was 
6. Ten per cent of the pupils ranked 
below 23 and 10 per cent above 63, the 
median score being 40. 

“The lowness of this median score,” 
states the report, “is significant when 
one considers that the test contained 91 
questions of essential monetary infor- 
mation, and that nearly 1,000 of the 
pupils failed to answer correctly even 
one-half of the questions. Certainly 
there is a definite need for more informa- 
tion concerning money among high 
school pupils. . . . 

“From 35 to 50 per cent of the pupils 
failed to answer correctly any of the 
statements concerning banking prac- 
tices, investment methods and _ prac- 
tices, legal regulations and the value of 
money and prices. It seems, therefore, 
that the schools should include more of 
such information in the high school 
curriculum.” 

Results of the “money attitude test” 
showed that the following opinions were 
endorsed by the largest percentage of 
the 1,980 pupils: 

“1. Money is very hard to earn and 
it is best to save it regularly. 

“2. Money should be spent wisely, 


but it is right to be liberal in giving it to 
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persons, organizations, and churches.” 

The survey disclosed that regardless 
of their economic status, “there was 
very little difference in the attitude 
expressed by the pupils toward money.” 
Continuing, the report says: 

“An overwhelming majority of the 
students believed that spending should 
be done on a budget plan and that the 
purchaser should shop for the best 
values and prices. This attitude toward 
spending was endorsed by the boys and 
the girls and by all three income groups 
to about the same extent. 


MONEY A SYMBOL TO MANY 


“THAT money was only a symbol of 
what it might purchase and not an end 
in itself was recognized by 66.4 per cent 
of the pupils who endorsed the state- 
ment, ‘I regard money only as a useful 
means of promoting the best way of 
living for both the individual and so- 
ciety.’ The statement was rejected by 
19.9 per cent of the pupils. .. . 

“The pupils felt that saving should 
be done systematically and that it was 
essential to ‘good citizenship.’ Although 
the majority rejected the statement, 
‘Don’t invest in anything; you may get 
cheated,’ they did believe that money 
should be invested carefully. More 
students in the low income group would 
invest money ‘to get rich quickly’ than 
in the average and high income groups. 
The most conservative attitude toward 
speculation was expressed by the pupils 
of the average income group. 


D. C. BANKERS’ HEAD 


H. G. Hoskinson, vice-presi- 
dent of the Riggs National 
Bank, Washington, has been 
elected president of the Dis- 
trict of Columbia Bankers 
Association 


July 1938 


“Although 96 per cent of the pupils 
believed in saving and investing money, 
nearly one-half (872) were either un- 
decided about the matter of an invest- 
ment for their future earnings, or were 
indifferent. 


INVESTMENT STUDY NEEDED 


“SINCE such a large number of the 
students apparently had not considered 
the matter of how their future income 
should be invested, some instruction in 
investment methods should evidently 


be part of a course in money infor- 
mation. 

“The money attitude test is remark- 
able chiefly because of the conservative 
and matter of fact ideas these young 
people have expressed toward money. 
Evidently they do not dream of ‘Alger’ 
careers or over-night millions. The 
young people of today are practical and 
earnest in their regard for money but, 
it is apparent from this survey, they 
need more information before they can 
be expected to use it wisely.” 


The Baltimore & Ohio Railroad Co. 


Summary of Annual Report for the Year 1937 


The report of the Company’s operations for the year 1937 is being distributed 
to the stockholders. It shows that total Railway Operating Revenues for the 
year were $169,436,436. This was an increase over the previous year of $443,755, 
notwithstanding the termination on December 31, 1936, of the emergency in- 
crease in — rates and charges authorized by the Interstate Commerce Com- 


mission on 


arch 26, 1935. Had these emergency charges been continued during 


1937, freight revenues of the Company would have been about $7,000,000 more 
than they were for that year. Despite this loss in revenue, and the increase in 
costs of operation, due to higher — of material and fuel, and increases in 


wages during the latter part of t 


e year, the Net Income available for fixed 


charges was $31,463,336, or but $720,695 less than the total fixed interest and 
other charges of $32,184,031 accruing during the year. 


The total taxes accrued in 1937 aggregated $11,216,077, an increase over 1936 


of $720,208. 


Freight revenue for 1937 was $147,212,330 or $604,588 less than for 1936, this 
decrease being caused largely by the almost unprecedented decline in business 
activity during the last half of 1937. Passenger revenue for 1937 was $11,918,602, 
an increase over 1936 of $735,660, or 6.58%. 


CONDENSED STATEMENT OF OPERATING RESULTS 


Railway Operating Revenues: 
From Freight 
From Passenger 
From All Other Sources 


$147,212,330 


$169,436,436 


Comparison with 1936 
Increase Decrease 


$ 604,588 
11,918,602 $ 735,660 
10,305,504 312,683 
$ 443,755 


128,859,516 5,259,183 


Net Railway Operating Revenue... .$ 40,576,920 


Deduct: Other Operating Charges: 
Railway Tax Accruals 


Net Railway Operating Income 


$ 10,918,554 
Equipment and Joint Facility Rents 


4,749,741 234,981 


$ 24,908,625 


$5,276,680 


Add: Other Income from Investments 


and Other Sources 


Income Available for Fixed Charges. .$ 31,463,336 
Deduct: Fixed Interest and Other 


Charges 
Income for Year (Deficit) 


6,554,711 691,983 


$5,968,663 


32,184,031 708,993 
$ 720,695 (Decrease) $5,259,670 


BALANCE SHEET 


The balance sheet at December 31, 1937, indicated total property (less accrued 
depreciation) and other investments, of $1,087,040,474, and current assets of 
$29,987,154 (which include $12,297,325 for materials and supplies, an increase of 
$3,390,386 over 1936), as against current liabilities of $29,034,104. The total of 
Te debt and leased lines obligations outstanding was $680,862,793 


(an increase of 


2,198,151 compared with preceding year). The outstanding capi- 


tal stock was $315,158,485, and corporate surplus $75,839,767. 


The Company renews and records its high appreciation of the loyal support 
and efficient cooperation of all the officers and employes, and solicits the interest 
of employes and security holders in securing business for the Company. 


DANIEL WILLARD, President. 
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ACK in the good old days, before 
NRA and FDIC and XYZ, run- 
ning a country bank wasn’t really 

much of a chore. The cashier was ex- 
pected to get down town some time 
before noon on Monday. He would un- 
lock the safe, kindle a fire in the hickory 
stove, sweep the floor, and swat a few of 
Sunday’s hatching of flies. Then he would 
get himself comfortably settled for a 
session with McCardell’s Almanac, 1907. 


* 


Maybe along about Tuesday after- 
noon a farmer would sell a drove of 
hogs, and there would be a deposit to 
enter on the books. Two or three days 
later, the morning mail might bring a 
sight draft on Bart Perkins for that last 
carload of flour—and inasmuch as Bart 
was always defenseless against sight 
drafts and maturing accounts, that 
meant a nice loan for the bank on which 
it would collect 8 per cent interest by 
adding it to the principal at each re- 


newal date. 
* 


But of course Saturday was the big 
day of the week for the oldtime country 
banker. He was expected to provide 
change for the weekend trading, and to 
argue politics by the hour, and perhaps 
to make out a hunting license applica- 
tion or two. Often, too, the school chil- 
dren would come in on Saturdays to de- 
posit the week’s accumulation of pen- 
nies which they were saving up to 
spend on the Fourth of July and Old 


Settlers’ Day. 
* 


This, then, was a typical week of the 
country banker in that bygone time 
when a Government bond was a rarity 
and it still took a hundred cents to make 
a dollar. Not a very profitable week, 
maybe, but there was enough income to 
pay the cashier his $20 a week, and to 
donate a couple of dollars to the silver 
cornet band for its Saturday night con- 
certs, and buy calendars for free dis- 
tribution once a year. 


* 


But they say government by alphabet 
has changed all that. These days, the 
cashier’s time between dustings is all 
taken up with making out reports to 
some state or Federal agency or other 
on the net income from service charges 
per $100 of deposits, during the period 
from March 11, 1932 to May 7, 1938, 
inclusive. 
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Reports By the Carload 


Why, bank officers nowadays are so 
busy banking that they don’t even have 
time to keep tab on their borrowers’ 
economic progress—or otherwise, as the 
case may be. For credit information, 
they have to depend on customers’ 
financial statements! 


* 


I'll be frank. In my day, we didn’t 
place any more reliance on a borrower’s 
own appraisal of his net worth than we 
would on his pledge to pay a 90-day 
note in 90 days. Maybe it’s different 
now, but in those days the financial 
statement file was a first-class library of 


current fiction. 
* 


Talk about O. Henry and Joseph Con- 
rad! Why, just give the average farmer 
a statement blank and an indelible pen- 
cil and he’ll write rings around Hem- 
ingway. In a perfectly innocent way, 
you understand; he’s just as likely to 
leave out important assets as he is to 
“bush” the total. 


* 


In the old days, we used to look upon 
customers’ financial statements as pro- 
viding a check, not on the borrower’s 
solvency, but on his veracity. We didn’t 
have to ask him what he had; we already 


knew. 
* 


Thus, if he inadvertently wrote “17” 
in answer to Question No. 8: ‘‘ Number 
of calves under 1 year old?”, we were 
pretty apt to remind him, “But Jake, 
don’t you remember, the muley cow 
lost one of her twin calves last week?” 


* 


Today, Jake Farmer can claim 35 
head and get away with it, because the 
poor old country banker is so busy mak- 
ing out reports that he doesn’t have 
time to go out in the country and count 


calves. 
* 


Wonder who is expected to pay the 
cost of making up all these reports and 
answering all the questionnaires that 
find their way to the banker’s desk these 
days? The Government won’t pay it. 
and it’s a cinch the banks, with an av- 
erage return of 2.1 per cent on invest- 
ments, can’t pay it. 

* 


We used to depend on that old faith- 
ful standby, John Q. Public, to defray 


the cost of such non-productive opera- 
tions. Maybe we overdid it. Anyhow, 
whatever the reason, John isn’t of much 
help to us any more, since he went on 


relief. 
* * * 


In any event, that bookkeeping 
item, “Net Return on Investments”, 
doesn’t mean very much any more. If 
you follow the advice of the experts, you 
just won’t have any. 


* 


There are three essentials, you know, 
in the stock formula of the experts: (1) 
absolute safety, (2) perfect liquidity, 
and (3) adequate yield. Well, mister, 
those are big words. They certainly 
simplify the work of the investment 


officer. 
* 


Don’t ask the expert to cite a con- 
crete example of this idyllic sort of 
bank investment. I’ve tried that—and 
received the usual reply: “I can’t recom- 
mend specific investments. I’m not in 
the bond business.” 


* 


“Brother”, I said, “you may thank 
God for that. I am.” 


* * * 


No, the day of miracles is past. The 
best you can hope for is to stay as close 
to this wholly imaginary ideal as normal 
human intelligence, alertness and a due 
regard for the interests of your deposi- 
tors will permit. 

The alternative, if that isn’t good 
enough, is to reduce your assets to cash 
and wait around for the Government to 
take over your bank. 


* * * 


At worst, the investment outlook 
today is somewhat brighter than it must 
have appeared to a certain old lady who 
planked down a thousand bucks for a 
Liberty Bond in 1917. Six months later, 
she came to her banker and cheerfully 
counted out $21.25 “to pay the interest 
on her bond”. 


* 


At least, it hasn’t yet come to the 
point where the banks have to pay an 
annual charge for the privilege of own- 
ing bonds—though it may look a bit 
that way to the fellow who bought long- 
term triple-A’s in 1936. 

Roscor Macy 
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Comparing Bank Statements 


ITH bank income once more on 

the decline it is not uncommon to 
fnd managements comparing operating 
statements in an effort to determine 
where intelligent action can be taken 
which will bolster the earning position 
of their institutions. Much good can be 
accomplished by such means; however, 
unless the interested individuals make 


a very thorough analysis of the activi- persons employed there by “A’s” bank | 
ties behind the comparative figures, it per dollar volume of deposits is high, | 


is very easy for them to be misled. 
For illustration, let us assume that 
bank officials “A” and “B” are com- 


approximately the same amount of 
resources. “A” learns that the total 


salaries paid by his bank are somewhat made, but enough has been written to | 
higher than those paid by “B’s” bank. prove that merely comparing statements | 


He immediately concludes that he is 
paying out more money than he should 
in salaries and that this item should be 
reduced. 

The first point of interest we find is; 
that ““B’s” bank has no trust depart- 
ment; “‘A’s” has. We also find “A’s” 
institution operates a mortgage servic- 
ing division within its mortgage loan 
department while “ B’s” bank has none. 
With the exception of the small amount 
held in cash and on deposit by these two 
departments their activities are not 
reflected in the total resources of the 
bank. 

Our investigation reveals that the de- 
posit total of “A’s” institution includes 
a greater proportion of commercial de- 
posits, and that, everything else being 
equal, it takes a larger clerical force to 
handle this type of business than sav- 
ings. 

The next step is to break down the 
total salaries according to departments 
and dollar volume of business trans- 
acted. The mortgage loan department is 
first on the list. After eliminating the 
salaries chargeable to the mortgage 
servicing division we find that the 
amount paid out in salaries per $100,- 
000 of mortgage loans in “A’s”’ institu- 
tion is still high by comparison. Also, 
all the mortgage loans held by “‘A’s” 
bank are repayable on a monthly pay- 
ment basis while only 50 per cent of 
those in “B’s” institution are on this 
basis, the balance being quarterly and 
semi-annual. 

A comparison of the commercial loan 
departments of the two institutions also 
discloses that “A’s”’ bank has more em- 
ployees per dollar volume of loans. An 
analysis reveals that the average loan 
in “A’s” department is much smaller, 
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which means it is necessary for the bank 
to handle many more items in order to 
obtain the same dollar volume. The in- 
crease in clerical work brought about by 
this greater number of items handied by 
*A’s” employees justifies a larger force 
in this department also. 

Next, a comparison of the savings de- 
partments shows that the number of 


but it also reveals the number of trans- 
actions handled by “A’s” department 


per dollar volume of deposits is suff- | 
paring notes. Their institutions have ciently greater in comparison to justify | 


a larger personnel. 
Many similar comparisons could be 


can be very misleading. 

—J. W. MILLER 
Ft. Wayne National Bank 
Ft. Wayne, Indiana 


THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Corporation has been 
declared this day, payable on July 1, 
1938, to stockholders of record as shown 
by the books of the corporation at the 
close of business on June 10, 1938. The 
stock transfer books will remain open. 
C. E. Woopsrince 
Treasurer 


143xp Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


May 27, 1938 


WHITE HOUSE 


IN WASHINGTON, D.C. 


Consistent with the atmos- 
phere of a distinctive location, 
the luxurious comfort, digni- 
fied service, and superior cui- 
sine of the Hay-Adams House 
blend into an environment that 
parallels the tastes of discrimi- 
nating travellers. Hay-Adams 
rates make any other choice 
poor economy. 


RATES 


SIXTEENTH AT H STREET 
FACING LAFAYETTE PARK 


YOUR BOARD AND THE 
NEW DEVELOPMENTS 


This is a time when well informed directors 
are pillars of strength. BANK'NG has a group 
subscription plan, by means of which your 
bank can supply this magazine, each month, 
to all or selected members of your board. The 
cost is negligible. 

MORE THAN A THOUSAND BANKS 

ARE MAKING PROFITABLE USE OF IT 


Please your customers—and save money 


with the popular handi-pen 


on your lobby desks 


The pen rests in ink, always ready to write—the six ounce ink 
supply lasts the average user a year—(no leakage, no evapora- 
tion)—the feather-light pen writes with smoothness and speed 


Gentlemen: Please ship me. 
free trial. I understand there is no obligation on my part. 


Sengbusch Self-Closing Inkstand Co. 
7B Sengbusch Building 
Milwaukee, Wisconsin 


(no constant dipping, clogging, or 
flooding). The pen is firmly attached 
to the anchored base by a 24” chain, 

to avoid lost pens and spilling. 


Your customers appreciate these 
handi-pen features and they enjoy 
doing business with a modern, well- 
equipped bank. Buy the clean, safe, 
economical handi-pen from your 
Sengbusch dealer — $3.00 each. 
Or write direct to the factory for 
information about the free 10- 
day trial offer, today. 
Tear out coupon and mail today 


handi-pen sets for a 10-day 
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ROVISIONS of the Revenue Act of 
1938 which most directly affect 
banking institutions have been sum- 
marized by the Legal Department of 
the American Bankers Association. 
This summary, in part, appears here- 
with: 

Banks and trust companies continue 
to be taxed on net income at a flat rate, 
increased from 15 per cent to 16% per 
cent. (Sec. 14(d) (1)) 

Losses resulting from partial or total 
charge-offs of bonds which are required 
by bank supervisory authorities con- 
tinue deductible as bad debts. (Sec. 
23(k) (1)) 

Losses resulting from stocks, which 
are capital assets, becoming worthless, 
however, are treated as losses on sales 
or exchanges of capital assets under 
Section 117. Formerly such losses were 
deductible in full. (Sec. 23(g)) 

The $2,000 limitation on the excess of 
losses from sales or exchanges of capital 
assets of a corporation over its capital 
gains is retained. Banks continue to be 
entitled to deduct capital losses in full 


DIVIDEND 
ARMOUR 4x0 COMPANY 


OF DELAWARE 
On May 26 a quarterly dividend of one and 


three-fourths per cent (1 34 %) per share on the 


Preferred Capital Stock of the above corpora- 
tion was declared by the Board of Directors, 
payable July 1, 1938, to stockholders of record 


at the close of business June 10, 1938. 


E. L. LALUMIER, Secretary 


The New Revenue Act 


on sales of bonds and similar instru- 
ments. (Sec. 117(d)) 

Trusts are entitled to only a $100 
exemption, instead of the $1,000 ex- 
emption previously permitted to trusts 
other than trusts for accumulation. (Sec. 
163(a) (1)) 

Returns must be filed for all trusts 
with net income of $100 or over. (Sec. 
142(a)(5)) 

Estates continue entitled to the 
$1,000 exemption and the requirement 
as to their income tax returns is the 
same as heretofore. (Sec. 163(a)(1) and 
Sec. 142(a)) 

Common trust funds receive substan- 
tially the same treatment as under the 
prior law. A change is made, however, 
in the method of computing net income 
of the common trust fund and of the 
proportionate shares of such net income 
for inclusion in the net income of par- 
ticipants. Net short-term and net long- 
term capital gains and losses of the fund 
are first segregated, and net income is 
then computed the same as that of an 
individual, except that no deduction is 
allowed for charitable contributions. 
Participants are required to segregate 
their proportionate share of net short- 
term and net long-term capital gains and 
losses and include them as a part of 
their short or long-term capital gains 
and losses, respectively. These provi- 
sions are correlative of the treatment 
afforded capital gains and losses gen- 
erally under Section 117. (Sec. 169) 


of 


CHICAGO 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


WASHINGTON 


The amount of a gift not subject to 
tax is reduced from $5,000 to $4,000, 
The full amount of gifts in trust, how- 
ever, are subject to the gift tax, although 
the $40,000 specific exemption contin- 
ues to be applicable to such gifts. These 
changes are applicable only to gifts 
made in the calendar year 1939 and 
subsequent years. (Sec. 505, amending 
Sec. 504(b) of Revenue Act of 1932) 

The capital stock tax provisions are 
changed so as to require a new declara- 
tion of the value of capital stock for the 
year ending June 30, 1938, and a re- 
declaration of such value at three-year 
periods in the future. In the intervening 
years the declared value is adjusted in 
substantially the same manner as here- 
tofore. If a bank has made an error in 
declaring the value of its capital stock 
on its first return, it has previously been 
prohibited from correcting such error. 
As now provided, such an error may be 
corrected by filing an amended return, 
if such return is filed on or before the 
final day (including the last day of any 
extension period) for filing returns in 
the year for which a declaration of 
value is required. All “cash and the 
fair market value of property distrib- 
uted to stockholders” is deductible in 
determining the “adjusted declared 
value.” Previously the only distribu- 
tions so deductible were “the value of 
property distributed in liquidation to 
shareholders” and “distributions of 
earnings and profits.” (Sec. 601) 

Information as to the names and sal- 
aries of officers and employees of cor- 
porations whose compensation exceeds 
$15,000 has been required to be re- 
ported. This requirement now applies 
only where compensation exceeds 
$75,000. (Sec. 148) 

Bank affiliates are accorded substan- 
tially the same treatment as under the 
prior law, except for the further limita- 
tion that “credit for any taxable year 
shall not exceed the adjusted net in- 
come for such year.” (Sec. 26(d)) 


Answer to doublecrosstic, page 12: 


The art of getting riches consists very 
much in thrift. All men are not equally 
qualified for getting money, but it is in 
the power of every one alike to practice 
this virtue. 

BENJAMIN FRANKLIN 
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FIDELITY 
INCOME PLAN 


This is the new home office building of Fidelity Investment Association, 
completed May 1, 1938. It is a monument to public faith in a sound 
and simple income building plan. 


Established over 27 years .. . Assets over $36,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


JouHNn . Washington, D. C. Carmi A. THompson.Cleveland, Ohio 
Chairman of the Board President 


Associate, Covington, Burling, Rublee, Acheson & Shorb Director, Ohio State Life Insurance Co, 
Former Assistant Attorney General of the United States. Chairman of Board, International-Stacey Corp. 


J Chairman of Board, Midland Steamship Co. 
Howarp E. REep ... Pittsburgh, Pa. Former Treasurer of the United States. 


Vice-President 
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The Un-American Road 


MERLE THORPE, editor, Nation’s Business, before the 
Pustic MEETING of the UTAH BANKERS ASSOCIATION. 


HAT is the source of a dictator’s power? What would you 

or I want if we desired to be an absolute autocrat? Five 
controls would make any man the absolute ruler over his 
fellowmen. They are: (1) control of his earnings and sav- 
ings; (2) control of production; (3) control of his wages; (4) 
control of his hours of work; (5) control of the prices he 
must pay. 

These are the fundamental powers which Mussolini has, 
and which Stalin has. There is no essential difference be- 
tween them. In Italy a small group of nine industrialists are 
the stooges of Mussolini and his controls are thus called the 
corporate state, or fascism. In Russia labor leaders are 
Stalin’s lieutenants and his controls are called the proletarian 
state, or communism. Both are autocrats. 

In the United States we have well-nigh turned over the 
control of our earnings and savings to our political masters. 

One-fourth of the combined earnings of all of us—man, 
woman and child—are now commandeered by politics. The 
savings of other years, past and future, are daily being ex- 
propriated or confiscated. 

Why is such control of earnings and savings so important? 
Because it permits dictators to expend them in their own 
way. It permits unscrupulous ones to spend the public 
money in order to keep themselves in power. One billion 
dollars, for example, is collected in Social Security taxes. It 
is expended for dams and Arthurdales, for tree belts and 
greenbelts, for outhouses and electric toasters, for Passama- 
quoddies and postoffices. The point is—and it is the great 
issue in the United States today—that political agents now 
determine how the greater part of our earnings and savings 
are to be spent. 

Few realize the distance we have gone down this un-Amer- 
ican road. Whereas only 10 per cent of our deposits in banks 
seven years ago was represented by Government I.0.U.’s, 
today it is 40 per cent. Whatever your deposit in savings 
or commercial banks, you can figure that 40 per cent of it 
has been borrowed and expended by your Federal Govern- 


ment; and more of your life insurance savings, the money 
back of the policies to make them safe, has likewise been 
commandeered. The Government has 19 great lending 
agencies. It lends our money, not perhaps as you and I 
would lend it, but as it sees fit, to this citizen or group of 
citizens for this undertaking or that. 

We are taking the same course in the other four controls. 
Agricultural products today are controlled by the Secretary 
of Agriculture, an appointee of the chief executive. Here is 
an example of this autocratic power. Recently he said he 
might after consideration reduce the penalties, fine and im- 
prisonment of those who disobey his orders. Indirectly this 
control is extended to industry. 

Similarly wages and hours are now under control of Miss 
Perkins, an appointee of the chief executive, on all materials 
used in governmental contracts. As an illustration of this 
power, recently she fixed wages of pottery workers at $17.10 
per week and hat and cap makers at $26. The wage and hour 
bill will carry this control still further. 

Prices of food products are set by Washington, as well as 
prices of gold and silver and the price for the use of money. 
The surplus commodity control is one agency. Of course, as 
in Italy, the fixing of prices must follow the fixing of wages 
and hours. It is a hare and hound operation. 

So, if we wake up some morning to find life on the Amer- 
ican plan completely changed, the discovery will be made to 
no accompaniment of goose-stepping pomp and circum- 
stance. We will have been beaten, not through a test of 
courage, but by our own apathy and indifference. 

It is disturbing to realize that economics is in eclipse; 
politics is in the ascendancy and business is merely marking 
time. 

Fashions in ruling have run the course of autocracy, 
oligarchy, monarchy and democracy. But whatever the 
style in government, somebody had to put in hard licks to 
keep things going. 

Showmanship may ornament the top but at the base there 
is travail and sacrifice. No leisure without labor, no relaxa- 
tion without strain. Centuries of experimentation have re- 
vealed no soft way of enduring national greatness. 


Business Asks Some Questions 


JoserH A. Bower, Executive Vice-president, Chemical 
Bank & Trust Company, New York, before the Lire Man- 
AGERS ASSOCIATION OF GREATER NEw YORK. 


USINESS is not on a strike but is awaiting develop- 
ments. It knows that the Government is considering 
several new artificial measures which are expected to help 
business, and as yet we do not know the exact pattern that 
will be applied. We know that the methods used in 1933 did 
not bring a sound and permanent recovery. Some of us are 
convinced that Government spending alone will not produce 
a lasting recovery, so we can understand why business sits 
down to ponder and ask itself some questions. 
Suppose these artificial measures of the Administration 
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bring about another depression similar to 1937? Would the 
Government make good that loss? No, it would not! Such 
loss would fall on the creditors, stockholders and employees. 
You and I know that every taxpayer must help to make 
good the Government loss. 

How many companies could borrow after showing deficits 
for 63 months? Business cannot take the same risks with 
private capital that a government can make with the public 
treasury. 

That is the reason business is holding back. That is why 
private capital is timid. That is why banks are not getting 
loans and why life insurance companies are obliged to sit with 
$300,000,000 to $400,000,000 of excess cash which they 
would like to invest. 
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WALTER LICHTENSTEIN, Vice-President, First National 
Bank of Chicago, before the ILLINOIS BANKERS ASSOCIATION. 


IGHTLY or wrongly, the Government decided a few 
months ago that there was need of still easier credit 
conditions in the country. The Government, for some time 
to come, will be in need of much new financing and refinanc- 
ing, and if more billions are to be spent than had been 
anticipated for relief and similar purposes, obviously we shall 
continue to have unbalanced budgets with the result that it 
is impossible to predict the time when the Government will 
not be in need of more and more financing. Under such 
circumstances, the Government will wish to have low inter- 
est rates; moreover, it has always been true that govern- 
ments are more in favor of easy credit conditions rather than 
the reverse, for while a period of deflation may be a good 
thing for the economic body, much as sulphur and molasses 
used to be thought to be good for the body of man (and for 
all I know may be still), these are all unpleasant remedies 
and the party in power which administers the tonic of defla- 
tion is not likely to be popular with the mass of the voters. 
The next question then is, how far can the Government 
succeed in doing so? Evidently it can do much; certainly for 
the present. Through open market operations on the part 
of the Federal Reserve System, the Government can pretty 
well control the price of Government bonds. It can certainly 
peg their price for a few more years—how long no one can 
tell. It can do so, not only through open market operations, 
but in several other ways, notably by using the so-called 
surplus funds, accumulated by the Social Security Adminis- 
tration and similar governmental entities, for the purpose 
of purchasing Government securities. It has still the power 
under the Thomas Amendment to the Agricultural Adjust- 
ment Act to issue three billions of fiat money which would 
do much in the direction of keeping the money market well 
supplied with funds. There are still other methods, but I just 
wish to indicate that for the time being the Government has 
the power, if it has the desire, to keep interest rates down. 
To be sure, this cannot be done indefinitely. It is conceivable 
that this pumping of unused credit into the banks will 
finally ‘‘take,” as it were, and something akin to inflation 
will occur. If the fear of impending danger becomes suffi- 


BENJAMIN M. ANDERSON, Jr., Economist, Chase National 
Bank, New York, before the Forum of Hartford, Conn., 
Chapter, AMERICAN INSTITUTE OF BANKING. 


da of the most promising factors in the present economic 
situation in the United States is the existence of a great 
body of new technological ideas and inventions which have 
not been generally applied because their application involves 
capital outlay, and because, under the circumstances of the 
last few years, capital outlay has been discouraged. Business 
men use their existing plant and equipment as far as possible 
when they cannot look far into the future with confidence, 
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The Future of Interest Rates 


Invention Hasn’t Been on Relief 


ciently great, we may finally get into a situation where the 
printing press and other means at the disposal of the 
Government are no longer sufficient to keep up with the 
increasing demand for credit. So I should say that the im. 
mediate question that ought to be answered is, what is the 
chance of inflation? 

For one thing there can be no inflation as long as there is as 
little movement in business and economic life as at present. 
Inflation means great velocity in turnover of currency and 
in bank deposits; in short, feverish activity. The mere fact 
that there are huge excess funds piled up in banks doesn’t 
mean inflation. Those excess funds, at the moment, play no 
greater role really than does the gold buried at Fort Knox. 
I grant the potentialities of inflation are there, but that is all. 

I come to the same conclusion that I did in June and 
November of 1936, namely: (a) We shall have no immediate 
inflation, and (b) Partly on that account, there is not likely 
in the near future to be much change in the general level of 
interest rates. 

The recent pump priming has been somewhat exaggerated 
by the newspapers for actually the additional sums involved 
are not likely, as has been suggested, to amount to some- 
where around four to seven billion dollars: they are much 
more likely to amount to about a billion and a half. This 
money is apt to have some effect on consumers’ spending 
which may make itself felt toward the end of this year. I 
doubt whether it will assume any large proportion and I 
doubt whether the effect of it will last very far into the year 
1939. 

I can conceive, depending upon how much improvement 
in business will result in the next few months, that there 
will be a slight firming up of short-term rates without much 
if any change in long-term rates. 

I am not taking into consideration in making this guess, 
always a hazardous occupation, the possibility of war in 
Europe. Foreign complications would naturally change the 
whole picture. However, there again I doubt, barring ac- 
cidents, that we shall see any major war in Europe within 
the next year or so and to make any guesses as to what will 
happen beyond the next year or so is even more foolish than 
trying to attempt to foretell the events of the next 12 
months. 


and when they are, therefore, producing only for markets 
clearly in sight and, as far as possible, on actual orders. If the 
business community could look, with reasonable confidence, 
two or three years ahead, there could come a great spurt in 
industrial rehabilitation. 

One great factor in the extraordinarily strong business re- 
vival of 1921-23 grew out of a similar situation. During the 
War and the post-War boom, our industrial system had been 
overstrained by the heavy demands made upon it. Manage- 
ment, harassed by rush orders, did not have time to make 
far-reaching plans or to keep pace with the growth of tech- 
nological knowledge. Our increased production during the 
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War and the post-War boom was much more a matter of 
increasing the number of wage earners than of increasing 
the efficiency per man through new technology, through 
growing skill of labor and through improved managerial 
policies. In the depression of 1921, management had time 
once more to study new methods and to make long-run 
plans. Overtime work ceased, shop discipline improved, and 
men valued their jobs. A great body of new technological 
jdeas was awaiting application. Many of these ideas had 
been developed as part of the technology of the conduct of 
war in the fields of aircraft, artillery, naval construction, 
fortifications, and the chemistry of explosives. But the same 
ideas, with modifications, were to have fruitful application 
to peacetime pursuits. They were waiting to be used. In the 
years 1921-23 there was widespread application of the 
improved technology. 

Now, for a very different set of reasons, a situation similar 
to that of 1921 exists today. Unable to look far ahead, un- 
certain as to the effect of recently introduced Government 
policies and as to what new Government policies affecting 
industry might yet be coming, the business community has 
deferred expansion, has deferred maintenance, and has, 
above all, deferred the introduction of new devices. 

It is true that there was an increase in new capital issues 
for corporate purposes in the latter part of 1936 and in the 
first eight months of 1937, which, during this period, reached 
approximately 50 per cent of the level of 1923, but, on the 
other hand, there was a reduction in the capital outlays of 


corporations from undistributed profits because of the un- 
distributed profits tax. The effect of this tax has been very 
harmful indeed from the standpoint of capital expenditures. 
There has been, moreover, a very real impairment of capital 
market machinery asa result of various Government policies. 

When our business community gets relief from the undis- 
tributed profits tax, and a real moderation of the capital 
gains tax, and if the most serious impediments in the capital 
market and in the securities market can be corrected, and if 
there can be an assurance of a relatively constant set of 
relations between Government and business for the next 
two or three years, we have the potentialities of a business 
move in many ways comparable to that of 1921-23—with- 
out any Government pump priming. Incidentally, if there 
can come a comparable increase in productive efficiency, a 
sharp increase in the percentage of output per man in indus- 
try, then wages can be improved in many lines, and even in 
those lines where wage rates have risen much too high, some 
at least, of the too great increases can be absorbed and 
validated by increased efficiency per man. I call attention to 
the movements of wages in the 1920-23 period, when wage 
scales were more flexible than they are today. The average 
wages broke from 229 to 204 between 1920 and 1922, but 
rallied again to 213 in 1923, and, I may add, continued to rise 
in the following years until, by 1929, they had reached 226. 
But we accomplished this in those days by increased 
efficiency, improved methods, and the increasing application 
of capital to industry. 


The Just Wage 


Joun Scovitte, Chrysler Corporation, before the Acap- 
EMY OF POLITICAL SCIENCE. 


f jorrengs is a fundamental fallacy in the thinking of those 
who advocate the taxing of labor-saving machines, a 
compulsory 30-hour week, minimum wages and maximum 
hours and other schemes for improving the condition of labor. 

The fallacy consists in the assumption that there is a 
demand for a fixed total amount of goods and services, that 
there is a demand for some fixed amount of labor and that 
the only problem is to parcel out this labor demand among 
the workers. 

Of the 50,000,000 gainfully employed in this country, 
only about 8,000,000 are engaged in manufacture. Sup- 
pose that the wages of the 8,000,000 people engaged in 
manufacturing were doubled and that the prices of manu- 
factured articles were thereby nearly doubled. Then the 
8,000,000 workers in factories could buy more manufactured 
products; but the 42,000,000, at the higher costs, would buy 


fewer manufactured products and the total output of our 
factories would decline and many of the 8,000,000 factory 
workers would lose their jobs. 

If this experiment could be performed, we would have 
proof that the purchasing power theory of prosperity is 
fallacious and that unemployment results when wage rates in 
certain occupations are too high. It is a popular fallacy that 
factories pay wages. Factories are labor brokers, buying labor 
for the account of others; they collect money from consumers 
and pay this money over to workmen. The just wage rate is 
obtained when the income of the factory worker is in balance 
with the income of the consumer who buys the product. It is 
a popul ~ fallacy that prosperity comes from high money 
wages. But the facts are that any deviation, up or down, 
from the just wage lowers the standard of living. 

The just wage tends to be established in a competitive 
society, free from all forms of coercion, restriction and regu- 
lation in which no group is able to use the power of govern- 
ment to exact tribute from the other groups. 


Real Cooperation 


W. AvERELL Harriman, Chairman of the Board, 
Union Pacific Railroad, before the Natronar IN- 
DUSTRIAL CONFERENCE BOARD. 


many now expect cooperation to be achieved 


on the basis of the acceptance of their own point 
of view by the others. 


July 1938 


Unless men are willing to attempt to understand 
and reconcile each other’s points of view, no good can 
come of attempts at cooperation. 

The problem, then, is how real cooperation can be 
brought about. I contend that this cooperation can 
be brought about only through round table discus- 
sions. 
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Everlastin’ 


FRANCIS MARION Law, President, First National Bank, 
Houston, before the ALABAMA BANKERS ASSOCIATION. 


UCH has been said in criticism of the banks for not 

lending. It is my opinion that the banks of the country 

as a whole have not only been willing to lend, but they have 

been exploring new fields of credit hoping, first, to secure 

good loans which would produce needed revenue, and, sec- 

ond, to meet their obligations to the country in the matter 
of providing credit. 

A good banker never forgets that his first responsibility is 
to his depositors and he must not invest their funds, held in 
trust, in loosely made or hazardous loans. Fifty million de- 
positors and their dependents do not want banks to make 
weak loans. 

Everywhere bankers are striving to educate the public to 
a better knowledge of facilities and services which banks can 
render. Everywhere bankers are striving to meet the changed 
and changing conditions which the world today is facing. 
Better banking practices are prevalent throughout the land. 
Our bankers today are alert to their responsibilities and op- 
portunities, and are offering a broader service to the public 
than ever before. 

Can business and government reach a truce? Both sides 
profess a willingness to do so, but both sides continue to in- 
dulge in criticism and sharp attack. There has been much 
loose talking on both sides and this has done ha:m and has 
kept the sore irritated. The Administration claims that busi- 
ness is on a sit-down strike and business countercharges that 
government does not keep its promises and continues its 
unwarranted attacks. Relations are badly strained, but they 
simply must not be allowed to reach the breaking point. 

As a boy I was told: “When in deep water, keep your 
mouth shut.’”’ Somebody has coined the phrase “stable 
thinking.”” How much we need that and its side partner, 
stable talking. 

There seems to be a right hand road and a left hand road. 
Can there not be blazed a middle road between the two 
extremes? Some of my friends tell me they despair of cooper- 
ation between this Administration and business, between 
labor and industry, but I am not one of those who has 
despaired yet. The patient did not fully recover from one 
serious illness before he went into a second tail spin. Would 
it not be well to agree that there should be a let-up in new 
reform legislation, certainly until the patient gets stronger? 

In talking with business men I find them ready to admit 
that business made mistakes under what is now called the 


Teamwork 


Old Deal, and these men say that these mistakes must not 
recur. Business men, too, are more and more recognizing that 
the world over, government is increasingly regulating busi- 
ness and will continue to do so. The sensible thing, then, for 
business and government is to accommodate themselves to a 
system under which they can intelligently and profitably 
work together rather than to be constantly and continually 
at odds. But government must do its part. If this feud be. 
tween the Administration and business continues, the de- 
pression will be prolonged and every banker in the country 
should lend his aid to bringing about better understanding 
and better cooperation. It was Kipling who said: 


“Tt aint the individual or the army as a whole, 
But the everlastin’ teamwork of every bloomin’ soul.” 


It is my humble opinion that the two most important 
things to be done in this immediate present in order that this 
depression may be ended are: 

1. Establish working relations between the Administra- 
tion and business, between industry and labor. There should 
be constant reasoning together. 

2. Assurance should be given to business that government 
will cease unwarranted attacks: that the tax burden will be 
more equitably levied and that ground rules will be set that 
can be understood and depended on. 

We have been spending too much time cussing the Govern- 
ment and doing nothing about it; we have been so much oc- 
cupied with our fears and uncertainties that we have had 
little or no time or inclination to plan for the future. Very few 
people in this country believe deep down in their hearts that 
our Government credit will actually blow up or that we are 
to have uncontrollable inflation or that taxes will actually 
come to mean confiscation. They do not really believe that 
our form of government will fail, or that it will be perma- 
nently changed. On the contrary, except in our darkest mo- 
ments, we feel that present conditions, bad as they are, will 
not last forever and that sooner or later we will be getting 
back on good ground, with our people once more employed 
and happy and with profits accruing to business. No man 
should sacrifice his convictions; no man should be asked to 
forgo his right as an American citizen to stand on his hind 
legs and fight anything he believes to be harmful; but the 
thing to do right now is to whip this depression and that can 
only be done by presenting a united front. 

Let us, instead of giving way to fear, tighten our belts for 
whatever task lies before us. Said Mrs. Fox Terrier to her 
pup: “In all life’s adversities, keep your tail up.” 


Conditions in New England 


“Suny talk about the Cape Cod native who lived to be 70 on the standard local nourish- 
ment of pork chops, doughnuts, sausages and pancakes for breakfast the year round. When 
old age laid him up the doctor prescribed a change to eggs, toast and oatmeal. ‘‘Won’t eat it,” 
he declared with New England brevity. ‘‘Why, Silas,” his wife pleaded, ‘‘what you got 
against eggs and toast?’ ‘‘Don’t like ’em’’, says Silas. ‘‘They digest away too quick.’’— 
E. M. Hunt, Mutual Life Insurance Company of New York. 


The Constructive ‘‘No” 


FI nore you bankers will keep on saving ‘‘ No” when your judgment tells you to. I believe 
that will prevent over-expansion and the dire consequences it brings.—GOVERNOR STARK of 


Missouri. 
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The Banker’s Job 


RoserT M. Hanes, Second Vice-President, American 
Bankers Association, before the Uran BANKERS ASSOCIA- 
TION. 


A gee first responsibility is to operate sound banking in- 
stitutions. Our obligation to depositors who have en- 
trusted their funds to our keeping must always be a prior 
obligation. At the same time, we should make every loan 
that is presented to us, if it is consistent with sound banking 
principles. If the loan as presented is not in bankable form, 
then we must exhaust every means at our disposal to make 
the proposed loan a bankable one. 

We must learn more thoroughly and scientifically the art 
of sound security investment. Almost overnight we have 
taken on a new and weighty responsibility in the investment 
of large amounts of money in our bond portfolios. I wonder 
if, at the same time, we have acquired the necessary knowl- 
edge and technique with which to discharge safely and 
creditably this new responsibility. 

We must raise the professional standards of banking, im- 
prove the personnel, broaden the knowledge and better the 
judgment of those who manage banking institutions. We 
are engaged in a highly specialized form of business and by 
reason of the vital public interest involved, the conduct of 
that business should be entrusted only to men of integrity, 
experience, knowledge and good judgment. 

As bankers we should assume a more constructive attitude 
toward banking legislation and governmental regulation of 
the banking business. Whether we like it or not, under the 
system of deposit insurance, we have become our brother’s 
keeper. Therefore, we must be willing to subject ourselves 
to closer supervision in order that well-managed banks may 
be protected from those who would not otherwise regulate 
themselves. 

We have a responsibility to make our banks as useful as 
is consistent with soundness and profit. Banks today are 


Common Ground 


R years we, as bankers, have been concerned 
with the arguments of branch banking versus 
chain banking, with chain banking versus holding 
company banking, with unit banking versus all other 
kinds of banking. It is proper that we should be con- 
cerned with these matters and should freely express 
our opinions regarding them. 

But the common fighting ground for all bankers 
today, requiring concerted action and a solid front, is 
chartered banking versus Government banking. The 
trend is unmistakable; like the insidious influence of 
narcotics, it has crept up on us gradually, and now 
we face the startling realization of the true objectives 
of those who have been seeking to socialize banking. 

This fight is not alone the fight of bankers. If the 
socialization of banking is effected, the socialization 
of business is but another step.—Mr. HANEs. 


forced to find new and different ways of serving customers 
and producing revenue. Banking must follow the lead of 
industry, and through research and market analysis find new 
outlets and modernize its product to meet changing needs. 

Finally, we must realize and accept the responsibility we 
have to interpret banking to the public. Our chartered sys- 
tem of banking must not only be ably managed, but the 
average citizen must be informed of this fact. He must know 
that the banking system as now constituted is the system 
best suited to his needs, and that it is being operated in a 
manner that serves his best interests. Until these facts be- 
come general knowledge, there will continue to be strong 
demands for further governmental encroachment on the 
banking business, and clamor for some other system of 
banking. 


An Evening in Wonderland 


Rosert H. Myers, Vice-president, Merchants Trust & 
Savings Company, Muncie, Ind., before the ILtrnors BANK- 
ERS ASSOCIATION. 


T WAS sitting in my favorite easy chair at home the other 

night, musing, when my eye fell upon an old copy of 
Lewis Carroll’s children’s classic. I picked it up and com- 
menced to read, rather idly. 

As I browsed, it struck me that the familiar old tale of 
Alice had a new significance. The further I read, the more 
this idea persisted. I ended by going to bed quite late, for I 
confess that I finished the book before I laid it down. The 
thing that fascinated me was the thought that the tale 
presented an arresting analogy to some of the current eco- 
nomic thinking and social planning about which we have 
heard and read so much. 

For example, you may remember that early in Alice’s 
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adventure she and a heterogeneous group of animals and 
birds got all wet, and the Dodo suggested the best thing to 
get them dry was a Caucus-race. Alice didn’t know what 
that was, but the Dodo marked out a racecourse in a sort of 
circle, and then all the party were placed along the course 
here and there. They began running when they liked, and 
left off when they liked, so that it was not easy to know 
when the race was over. The Dodo decided this in about a 
half hour by calling out, “The race is over!” —at which they 
all crowded around wanting to know who had won. The 
Dodo proclaimed that everybody had won, and all must have 
prizes. 

Such behavior might be a satisfactory substitute for the 
American system of free enterprise, reward for individual 
initiative and having rules for the game. Alice, however, 
thought the whole thing very absurd; that might have 
been because she was required to furnish the prizes for 
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everybody. I could see that she bore some resemblance to 
the hard-working tax-payer. 

A little further on is the incident where Alice asked the 
grinning Cheshire Cat which way she ought to walk from 
where she was; for you see she was rather lost. ‘That de- 
pends a good deal on where you want to get to,” was the 
Cat’s answer. Alice said she didn’t much care where she 
went, to which the Cat replied, “Then it doesn’t matter 
which way you walk.” That seemed to make it unanimous; 
and I stopped reading for a moment to try to remember 
who it was who kept assuring us that “we are on our way,” 
and that we are going to have action, and have it now. 

I read on and came to the place where Alice was seated at 
the tea-table with the Mad Hatter and the March Hare. 
“Take some more tea,” the March Hare said to Alice. 
“T’ve had nothing yet,” Alice replied, “so I can’t take more.” 

“You mean, you can’t take /ess,”’ said the Hatter; “‘it’s 
very easy to take more than nothing.” And for some reason 
or other, at that point I thought of the great army of the 
unemployed. 

Of course, you will remember the irascible King—or was it 
the Queen?—who was constantly going about shouting, 
“Off with his head!” This brought the uneasy thought to 
Alice, “They’re dreadfully fond of beheading people here; 
the great wonder is, that there’s anyone left alive!”’ Ap- 
parently it was quite dangerous to displease or disagree with 
that autocratic ruler. 

Then there was the Duchess, who was fond of going 
around finding morals in things. It was the Duchess, you may 
recall, who claimed that it’s love that makes the world go 
’round, while Alice (with some reason, I think) claimed that 
it’s done by everybody minding his own business. The 
Duchess also contributed that philosophic gem, “The more 
there is of mine, the less there is of yours’”—and there, 
certainly, she reminded me very much of the bureaucrat, 
sometimes rather coarsely called a tax-eater. 

I came to the place where the Mock Turtle was explaining 
his advanced educational ideas. There were Reeling and 
Writhing, he said, and somehow I thought of the education 
that is the tax-payer’s lot when he studies a complicated tax 
return. In that connection, I felt I understood the Mock 
Turtle when he mentioned some new (to me) branches of 


Aristocracy of Talent 


Arithmetic, such as Distraction and Derision. He wound up 
by mentioning courses in Laughing and Grief, and, stijj 
thinking of March 15, I was quite sure I understood. 

Later I came to the place where the trial was being held in 
the woods. It reminded me of some investigations we've 
read about. The prisoner, at least the one being quizzed, 
was described as a Knave, which sounded familiar enough, 
A paper with writing on it was being offered in evidence, 
and the fact was brought out that it was not in the prisoner’s 
handwriting. At this, the presiding judge declared that the 
prisoner must have imitated somebody else’s hand. In 
addition, the paper wasn’t signed, at which the presiding 
judge declared, “If you didn’t sign it, that only makes the 
matter worse. You must have meant some mischief, or else 
you’d have signed your name like an honest man.” That, 
too, was more familiar than funny. 

The outcome of the trial, in case you’ve forgotten, was 
that the sentence was supposed to be given before the verdict 
of the jury was returned, and no doubt it would have hap- 
pened that way if Alice hadn’t waked up. The Knave on trial 
must have been in the utility business. Of course, it could 
have been a labor hearing. 

And that reminds me: When the Mock Turtle was ex- 
plaining his unusual educational system he brought out the 
fact that he worked on his lessons ten hours the first day, 
nine the next, and so on. And that, according to the tale, was 
the reason they were called lessons—because they lessened 
from day to day. The pun is not mine, you understand; I 
mention it because there’s something reminiscent of pro- 
posed wage-and-hour legislation about it. 

The chief thing you will remember about Alice’s adven- 
tures is that when she looked into the garden, decided to go 
into it and started walking in that direction she found herself 
back in the house. After several attempts, all ending in 
failure, she concluded she would go into the house; and when 
she walked in that direction she found herself, strangely 
enough, in the garden. 

Curiously, that is frequently what happens to the 
dreamer’s plans when he deliberately chooses to live ina 
make-believe world. It is pleasant to dream, but this is a 
realist’s world. And, believe it or not, realists cam be men of 
high principle and worthy ideals. 


| the universities of the country can supply scholarships with large stipends to boys 
without financial backing, they cannot ‘‘cull from every condition of our people the natural 


” 


aristocracy of talent and virtue 
President, Harvard University. 


to which Jefferson once referred.—JAMES B. CONANT, 


Safety Before Dividends 


A GREAT many of us have been jealous in the past of our ability to pay dividends over 
long periods of years. This is not a prime mission of the banking business, and until such time 
as we do away with tinkering with our economic fundamentals we should resolve to operate 
safe and sound banks rather than banks that prove to be bonanzas to our stockholders.—L. S. 
BELL, Vice-president, Union National Bank, Pittsburgh, and President, Pennsylvania 


Bankers Association. 


Living Together 


Ix the minds of some folks the great problem in the United States today is to learn more, to 
bring about greater efficiency in manufacture, to produce in greater volume, to travel over 
greater areas at greater speed, and so on; but actually the basic problem confronting the 
United States today is just the small one of learning how to live together.—J. O. CHRISTIAN- 
SON, Superintendent, School of Agriculture, University Farm, St. Paul. 
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Business and Government 


Forecast 


SINCERELY believe that there will be a very definite 

improvement by early Fall in all types of industry, busi- 
ness and professions. The farming and crop situation looks 
particularly S. KNupsEN, President, 
General Motors Corporation. 


* * 


Bat-Killing 


the extent that there are abuses in big and little busi- 

ness let us regulate and drive them out of existence; but 

to reach a few malefactors or a few chiselers who do not 
accede to the requirements of the general welfare let us not 
throw away the benefits of our economy or burn our house 
down to kill a few bats in the attic—BERNARD M. Barucu. 


* * 


What Business Wants 


HERE is nothing that business wants more than a fair, 
free opportunity to improve itself, so that it can turn out 
a larger and larger volume of better products at lower cost. 
That is the way wealth is created. That is the way jobs are 


made.—ERnEstT T. WErR, Chairman, National Steel Corpo- 
ration. 
* * 


Hypodermics 


HE men and women of this nation must learn to under- 
stand the basic difference between an emergency hypo- 
dermic and a constant resort to injections. The one may 
aid in a crisis; the other makes a new crisis inevitable — 
Henry H. Hemann, Executive Manager, National Asso- 
ciation of Credit Men. 
* * 


Back to Governing 


| peunt ESS must cease its migrations to Washington for 
succor. It isn’t called “succor” of course, it is called 
“cooperation”, a word on which I am completely fed up. 
We don’t need more cooperation between business and 
government, we need less. Business should set an example 
of self-reliance—be ready to stand on its own feet and face 
its business problem. The Government should go back to 
the task of governing—Paut G. HorrMan, President, 
Studebaker Corporation. 


What Is Left Must Be Saved 


OrvaL W. Apaas, President, American Bankers Associa- 
tion, before the CALIFORNIA BANKERS ASSOCIATION. 


AS we enter upon the second half of the current year of 
depression all of our people may well be sincerely and 
honestly concerned with the financial condition of our 
country. 

For eight years our Government has been living beyond 
its income. For five years it has been doing so in the name 
of priming the pump of business back to a condition of 
prosperity. At the same time it has been carrying on an at- 
tack on business, the source of income, on an ever-widening 
front, acting as if the real purpose were not to prime but to 
smash the business pump. 

I am afraid we have been a gullible people. We have en- 
tertained in our house for the past five years sophisticated 
social and economic philosophies, the principal tools of 
which have been extravagant spending which has not pro- 
duced the promised results, punitive attacks against busi- 
ness, and the arousing of class hatreds. 

The promoters of these current sophisticated economic 
and social philosophies have ignored the simple rules of 
arithmetic. They have overlooked the fact that business is 
the hand that feeds us, and that if they bite it unto destruc- 
tion it will cease to feed us. 

The truth is that through unsound financial and taxing 
practices and punitive attacks they have impaired the 
country’s economic strength and beaten business down until 
it is remarkable that it has left as much vitality as it dis- 
plays. 

What is left must be saved. 

Don’t we all know that no amount of priming ever started 
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a broken pump? Is it not time that a definite objective be 
decided upon, and either that we resolve to destroy our 
economic system as it has existed, or resolve to rebuild it and 
permit it to function as it did in the past? Private industry 
is the pump to which all this priming has been applied, and 
it is the pump the Administration has been smashing for 
five years. 

Can industry be rebuilt by mere lip assurances that it is to 
be aided; that no harm is intended it, while it continues to be 
hamstrung with all sorts of burdensome controls and regula- 
tions, to be held up to the public gaze as the cause of all our 
woes, to be damned for its failure to function, and to be 
charged with all sorts of dishonesty, crimes, and misde- 
meanors? 

Can we be content to permit labor to be deceived by the 
false promises of the Social Security Act, labor and industry 
to be burdened by the exactions of that act; to permit the 
savings depositor and the holder of an insurance policy 
unknowingly to suffer increasing loss to the value of his 
investment; to permit the people as a whole to continue in 
ignorance of what taxes they are actually paying, of what 
share they are actually shouldering of the expenses of govern- 
ment; to permit the man on relief unknowingly to encourage 
the continuance of those policies which can but lead to the 
destruction of all power to furnish him relief? Where have 
the efforts of government landed us after five years of 
spending and so-called reform? Back to where we were in 
1933, and with fewer national assets than we had then. A 
coal miner over in my state expressed it aptly one day re- 
cently. ““Well, boys, here we are,” he said. “Good wages, 
fine working conditions, short hours—and no jobs.” That’s 
the effect of pump priming. 
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Let me give you a picture of what Government spending 
is doing to the wealth of this country. 

My state, Utah, was settled 91 years ago when the pioneers 
came into Salt Lake Valley under the leadership of Brigham 
Young. Today we have a population of 535,000 people. In 
91 years they have built up tangible wealth valued at 
approximately $525,000,000 or slightly more than a half 
billion dollars. If converted into money this accumulation of 
91 years would last the Federal Government just about 23 
days. 

And this is only half the story, for Federal expenditures 
in the past 10 years have grown from 27 per cent of total 
government expenditures to approximately 50 per cent of 
such expenditures. And the cost of all government today— 
Federal, state, and local—is such that the tangible wealth 
accumulated in Utah in 91 years would meet such expense 
for just 12 days. 

It is the people’s money that is being spent. Strange as it 
may seem, it is those with small incomes who carry a major 
part of the tax load. They may not realize it, but it is so. 
The explanation lies in the fact that more than half the taxes 
collected by the Federal Government are derived from in- 
visible taxes. And if additional money is to be raised through 
an increase of the direct taxes, in more than a fair degree it 
will have to come from the man with the small income. 
There is not much left to take from the wealthy. 

If Government spending continues and if increased taxes 
are necessary, it is clear that the increased taxes must come 
from those in the lower income brackets. 

I doubt if the people would countenance any further waste 


CuEsTER C. Davis, Member, Board of Governors, Federal 
Reserve System before the IOwA BANKERS ASSOCIATION. 


OVERNMENT intervention in emergency conditions, 
when private credit was all but non-existent, was in- 
evitable and essential. But now that private credit is once 
more restored, are there not fields in mortgage loans, both 
farm and urban, in commodity credit, and in other fields, 
where banks could take over the lending from the Govern- 
ment? If such fields are found—and some banks are finding 
them—then the Government will be relieved of a part of its 
debt, and the banks will profit both by the growth of their 
business and by the increased rate of return. 

There is, however, no reason to expect a large increase in 
the demand for short-time commercial loans. Banking 
practices will have to be modified and adjusted to different 
standards. This does not mean lower standards, for empha- 
sis should always be put on high quality and soundness. 

I am not sure how much of the problem they have solved, 
but many banks, instead of requiring that loans be limited to 
short-term working capital and repayable in three to six 
months, are finding a more lucrative field among long-term 
borrowers whose loans are amortized and paid back over a 
period of years. 

In this connection I have in mind loans of the type that 
are insured by the FHA which relate the length of the loan 
and the type of payment to the purpose for which the loan 
is made. Many bankers report to us that they are adapting 
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of money by the Government if they realized that they were 
footing the bill. Little more than one-twelfth of the people 
gainfully employed pay direct taxes on their personal in- 
comes. If the number of indirect taxes were reduced and the 
personal income taxes were increased in the only place where 
they can be increased—the lower income brackets—the 
people would not be long in putting a stop to deficit spending. 

It is time to put a stop to the Government’s practice of 
doing things ostensibly for one purpose but actually for 
another. For instance, no one can seriously doubt that the 
moneys collected under the Social Security Act for old age 
benefits, instead of being saved to meet the claims of such 
beneficiaries, are being spent like other revenues of govern- 
ment—“invested”’ in the obligations of the trustee itself. 
Nor can one doubt that the act had for its primary purpose 
not the relief of the aged but the creation of a market for 
Government bonds. What would the S.E.C. say if private 
business employed such a practice? 

When in spite of all evidence of the waste attendant upon 
centralized administration of relief, a deaf ear is turned to 
all proposals that the problem of relief be returned to the 
states and administered by non-partisan boards, and that 
contributions from the Federal Government bear some rela- 
tion to contributions by the states; when shortly before an 
election it is proposed to expend another billion and a half 
dollars in this wasteful manner, it cannot be doubted that 
the primary object is not the relief of the needy but the 
political advantage resulting from the control and use of 
such enormous expenditures. 

What is left must be saved. 


Sources of Strength 


HE economic need for banks is clear. In order to 

be assured of continued successful operation, 
however, banks will have to accommodate themselves 
to changed needs of commerce, agriculture and 
industry. They will have to be a source of strength 
rather than of weakness in our progress toward 
ironing out booms and depressions. 

The prospects are that banks will do those things 
and that, in return, society will be glad to have them 
earn a return on their capital sufficient to attract an 
adequate volume of funds into the banking system.— 
Mr. Davis. 


this principle to industrial purposes so that loans are made 
for longer time with provision for repayment from income 
over a period of years. 

Others have entered the field of personal loans and con- 
sumer credit, a small loan business heretofore handled 
largely by a specialized type of financial institution. In 
certain parts of the country commercial banks are now 
finding this a substantial outlet, so that both they and the 
small borrower stand to profit by this new development. 

And then there is the matter of investment in securities. 
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Instead of considering bonds as something to be held only 
temporarily and sold at a profit, commercial banks recognize 
to an increasing extent that they are in part investment in- 
stitutions, and handle investment accounts according to the 
principles that are followed by other investment institutions, 
such as life insurance companies and trust accounts. 

But some of you will say that banks are not the same as 


these other investment institutions, that they have liabilities 
payable on demand which they must be prepared to meet. 
In this connection there have also been important changes 
in the past decade or two which may justify a deviation from 
the standards and principles of the past. Certain important 
changes in our financial organization make it far safer than 
it formerly was to invest in long term assets. 


Before It’s Too Late 


FaLKNER C. Broacu, Vice-president, National Bank of 
Tulsa, before the NEw Mexico BANKERS ASSOCIATION. 


ITH a national debt that may easily exceed 45 billions 

by next year, have we not travelled far enough on the 
road to bankruptcy? Is it not time to turn? What can we do 
about it? 

There is a great deal that we can do about it and a re- 
sponsibility rests upon us bankers to do it. We have hereto- 
fore considered our responsibilities as threefold—to our 
depositors, our stockholders and our borrowers. It occurs to 
me that we now have a fourth responsibility—the responsi- 
bility of acquainting our depositors, stockholders, borrowers 
and the entire American public with the true condition of our 


The Bond 


Oscar WELLS, Chairman of the Board, First National 
Bank of Birmingham, and former President, American 
Bankers Association, before the LouIsIANA and MISSISSIPPI 
BANKERS ASSOCIATIONS, meeting jointly. 


5 pers is no well defined road to be followed in the buying 
of bonds as the means of keeping your funds employed. 
If you have the time and the talents you may become an 
expert in juggling your investments so as to make money in 
trading but not in the sense of having invested wisely. 

Many theories have been evolved for handling a bond 
portfolio for banks, but none so far as I know has stood the 
test supplied by the elapse of time with its changing eco- 
nomics. 

Banks have been tempted to sell their bonds on an 
advanced market because the profits were in excess of the 


A Quota of 


H. A. Puarr, Vice-president and Trust Officer, First 
National Bank, Mobile, before the ALABAMA BANKERS 


ASSOCIATION as its retiring President. 
5 OLD like to propose a few questions to be seriously 
considered by each of us as they might apply to our own 
bank. Might we not be better bankers if we set ourselves a 
quota of field work? How are we contacting the important 
business men in our community—that is, personally, with 
the idea of discussing in their shops, offices, stores and on 
their farms what we can do for them in the way of supplying 
financial assistance, and how often do we have meetings with 
our officers and directors to discuss with them possible plans 
for being of more service in supplying loans? 
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national fiscal affairs before it becomes too late—before we 
have continued too far along the road to bankruptcy. If for 
no other reason than to save our own hides, we should 
recognize this obligation, for if we go the whole way and 
end up with radical inflation you can rest assured that the 
bankers will be blamed for it. 

Regardless of what we as individuals may have thought of 
the Supreme Court and Government reorganization bills, 
there is no denying that these bills were defeated only as the 
result of an aroused public opinion. 

Why cannot we, as bankers, arouse a similar protest 
against a continuation of our present fiscal policies—policies 
which if continued indefinitely will result in only one thing, 
chaos? 


Portfolio 


yield for a considerable length of time, only to go back in the 
market to get the income from the coupons. Banks have 
gone extensively into long-term bonds, taking that horn of 
the dilemma on the theory that the greater yield would 
justify the hazard of a lower market at some future date. 
On a rising market that works well, but experience has 
proven that it has its handicaps. Somewhere between the 
two extremes may be found the range of banking operations. 

Personally, I lean on the side of shorter maturities and 
less returns, but I do not qualify as an expert. Of course there 
is some further latitude allowed by the doctrines of diversifi- 
cation. Dividing the eggs and multiplying the baskets does 
not always work out advantageously, and yet I suspect that 
this newly incubated group of bond buyers, the bankers, the 
former money-lenders of the country, have generality fol- 
lowed the program of diversifying investments. 


Field Work 


In cases where capital funds are needed, our banks being 
unable to make such loans, are we trying to help such busi- 
ness men get in touch with people who have money to lend 
or invest? Would it be possible for us to participate to some 
extent with the R.F.C. on loans made in our community 
that we cannot handle by ourselves? Could we not, in some 
instances, find and help to work out with the prospective 
borrower a basis on which a loan would be acceptable to us, 
even though it is not a commercial bank proposition in the 
form in which it is originally presented to us? 

Would not personal exploration into business affairs in 
our community away from our desks often give us more of 
the kind of information that would benefit our customers, 
and that we need to have? 
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HarRoitp STONIER, Executive Manager of the American 
Bankers Association, before the CALIFORNIA BANKERS AS- 
SOCIATION. 


HERE are certain elements that can be discerned in our 

present picture which give us some ray of hope. 

1. The people of the country want to break the back of this 
depression, but they are also averse to inflation. The question 
before us is how to achieve the first without bringing on the 
second. If we enter upon a program of more pump priming, 
it will be because politics and economics have become so 
confused in this proletarian economy that politicians will 
resort to priming the pump to help save their faces. The most 
accurate polls of public opinion we have had recently indi- 
cated that the rank and file of people are not in favor of 
pump priming. 

2. Labor is not going radical in this country. There were 
indications of radicalism a few years ago, but the rank and 
file of the laboring men of America have never been radical. 
Recently there have been many evidences that they are just 
as much in favor of the system of free enterprise as any other 
group in the economic order. 

3. In recent months there have been indications that the 
Government is becoming more conservative and that busi- 
ness is becoming more liberal. 

4. During the past few years, banks have been accused 
first of being overliberal in the granting of loans and then of 
not being liberal enough. At times the Government, through 
its various agencies, has with a certain degree of daring and 
challenge offered to lend to the public directly. These at- 
tempts might be considered humorous if they were not so 
serious. But the record speaks for itself. In spite of a tre- 


R. Waite, New York State Superintendent of 
Banks, and President, National Association of Supervisors 
of State Banks, before the ALLEGANyY County (N. Y.) 
BANKERS ASSOCIATION. 


| 1932 and 1933 bankers were accused of having con- 
tributed to the depression because through a policy of easy 
credit, it was said, they had encouraged individuals and cor- 
porations to become overextended in debt. 

Today we find that bricks are still being thrown at the 
banker, but this time for a different reason. It is now con- 
tended in some quarters that he is retarding recovery because 
he is too conservative, because he fails to provide business 
men with the capital necessary to develop their plants, 
increase production and thus take the unemployed off the 
relief rolls. 

This is a serious charge, but at least the banking profession 
has the satisfaction of knowing that it is not the sole of- 
fender, for it is alleged that the reason the banker hesitates 
to make credit available in some cases where it is justified is 
because he fears the wrath of the bank examiner. 

Judging from my own observation, examiners as a group 
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Sound Lending Policy 


mendous amount of publicity, the Federal Government has 
not yet been able to convince the public that it is the proper 
vehicle through which to conduct the banking business. 

5. While we are in a period of depression and will probably 
be there for some time, I do not think that we shall have a 
banking panic. The banking system is so set up at the present 
time that money is almost inexhaustible because of our 
present laws. Our banking system can give people their dol- 
lars, but they are still faced with the question of whether or 
not the proletarian economy has robbed their dollars of their 
purchasing power. 

6. Confusion arises today both in banking and in business 
because the Federal Government has seen fit to compete with 
chartered banking and with private business. This is true in 
the field of utilities as well as in banking. When a govern- 
mental agency which is not subjected to taxation undertakes 
to compete with a chartered or private business which is 
subjected to taxation, the very basis of competition is shifted. 
The Government should either take over all the utilities or 
get out of the picture as far as an operating competitive ele- 
ment is concerned. 

There has always been a great deal of law regarding bank- 
ing. It is the most supervised and regulated industry we 
have. Banking has no objection to regulation and supervision 
by the Government, but I believe chartered banking has a 
right to object when governmental agencies which are not 
subjected to the same regulations and limitations as are 
chartered banks are set up to compete with them. 

Banks were never in a better position to serve the public 
and business than they are today. Every conceivable finan- 
cial service which can be offered is today available to the 
public at fair rates and under favorable conditions. 


have no desire to harass bankers. They do insist—and 
rightly, you will agree—that the soundness of loans granted 
be substantiated by adequate credit data on file and avail- 
able. This attitude should not be construed as an attempt 
to curtail loans generally. 

I wonder if the criticism of examiners is not due in part to 
the fact that some bankers, not wishing to tell a customer 
that his credit is unsatisfactory, sidestep the issue by saying 
that the loan, if made, would be disapproved by the exam- 
iner. Such a statement may in most cases be true, but it is 
not the type of explanation the customer is entitled to re- 
ceive. A frank statement by the banker of his own reasons 
for declining the loan would be far more helpful to the 
customer and would tend to educate the public in a better 
understanding of the true place of the bank in the com- 
munity. 

I doubt very much that bankers in general are turning 
down applications for sound loans. Naturally they refuse 
to make loans unless they are satisfied that the borrower 
will be able to meet his obligations. 

If in some instances examiners have been unduly critical 
with respect to really sound loans, then the facts should be 
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brought out and efforts made to improve our methods of 
examination. We should bear in mind, however, that the 
present comprehensive bank examination is the result of 
nearly a century of development and that it would be a seri- 
ous mistake to urge examiners to relax their efforts on the 
plea that an easy lending policy is necessary to help business. 

The investigation of complaints which have come to our 


The “Slow” 


IRLAND McK. BeEcKMAN, Pennsylvania Secretary of 
Banking, before the NoRTHAMPTON County (Pa.) BANKERS 
ASSOCIATION. 


H bosen financial pages of our newspapers have been carrying 
reports from Washington regarding the proposal of Sec- 
retary Morgenthau to substitute some other term for the 
classification “‘slow”’ in the examination reports of the vari- 
ous bank examining agencies of the Federal Government. 
It is also reported that officials of the Federal Deposit In- 
surance Corporation approve Secretary Morgenthau’s pro- 
posal but that the Board of Governors of the Federal Re- 
serve System opposes the move. 

It seems to me that Mr. Morgenthau and Mr. Eccles are 
not in such disagreement as news dispatches would indicate. 
I assume that they are both seeking the same goal—relaxa- 
tion of rigid, technical restrictions placed by some examiners 
on sound and necessary banking activities. 

Secretary Morgenthau wants to substitute some other 
term for the “slow” classification because he apparently 
feels that its use deters many bankers from granting sound 
loans which may not be immediately collectible. Mr. Eccles 
feels that there is no reason for the abandonment of the 
classification merely because the examiner, to use Mr. Eccles’ 
words, “has confused soundness with liquidity and true 
worth with current depressed market values.” 

I believe that the classification “slow” should be retained 
in order that the officers and directors of our banks may be 
informed just what loans our examiners believe should be 
watched lest they slide over into the classifications subject 
to criticism. 

But the mere designation of a loan as “slow” should not be 
interpreted by our bankers — and I think most of our bank- 
ers understand this—as an indication that the department 
is criticizing the loan per se. 

We have two classifications for loans which are subject to 
criticism and which demand immediate action—“ doubtful” 
and “estimated losses.’”’ If we are to stop using the “slow” 
designation, how shall we list the loans formerly so classified? 
They are certainly not to be considered losses, nor should 
they be classed as doubtful. And yet a classification is needed 
for loans which at the time of examination are apparently 
sound but which, unless carefully followed, may subse- 
quently be listed in the doubtful or even in the loss column. 

The successful use of the “slow”’ classification depends on 
the training examiners have received to the end that they 
may use intelligence and discrimination in selecting the 
loans which fall into this category. Because our examiners 
have been so trained they have helped our banks, rather 
than hindered them, through utilization of the word “slow.” 

Nor will the problem be adequately met by the adoption 
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attention has led me to believe that the banker and the 
examiner are usually pretty well agreed upon the question 
of what constitutes sound lending policy. Bankers differ at 
times with examiners upon the proper classification of 
loans, but the sound banker and the experienced examiner 


are seldom far apart on any matter relating to bank man- 
agement. 


Classification 


of some other designation such as “demand immediate at- 
tention” or “sub-standard.” Both these and other terms 
which have been advanced carry derogatory meanings which 
indicate to the banker that the examining agency is criticiz- 
ing him for making the loan. The great virtue of the word 
“slow” is that it describes fairly a loan which although not 
immediately collectible, seems sound at the time of ex- 
amination, but which should be brought to the attention of 
any director, interested in the future of his bank. The use 
of “slow” classification gives ample warning to directors of 
factors not immediately dangerous but potential causes of 
future weakness. 

A large measure of the present difficulty—and this applies 
to the valuation of securities as well—arises from too rigid 
adherence to technicalities and lack of concern with realities. 
The examiner has a dual responsibility—to the public and to 
the bank itself. His duty to the public requires him to deter- 
mine if the bank is solvent and being managed in accordance 
with sound practice. After all we know that able management 
is a prime requisite for a bank’s continued success. The ex- 
aminer’s duty to the bank is to present to its officers and 
directors as complete, as accurate, and as disinterested a 
picture of the bank’s condition as he can draw. 

The public is not greatly concerned with what designation 
an examiner places on the assets of a bank if the examiner 
finds that the real value of its assets exceeds its liabilities. 

The intelligent banker, however, wants a thorough and 
impartial study of his institution in order that he may elim- 
inate potential sources of weakness before they develop into 
serious problems. That is why the classification “slow” is so 
valuable. It shows him that the examiner has found certain 
loans which, although presently sound, may become “ doubt- 
ful” unless watched. The banker can then take the loans so 
classified, add to them the other assets which he knows are 
not immediately collectible and determine if the ratio of his 
slow assets to quick assets is in line with the ratio of time to 
demand deposits. 

It is idle to berate bankers for unwillingness to lend when, 
as a matter of fact, we know that the average banker is eager 
for loans and in many cases is actively soliciting them. And 
it is unfair to accuse bankers of withholding credit when some 
supervisory agencies have by their rigid and highly technical 
examination policies forced unnecessary liquidity. 

We, in Pennsylvania, intend to keep the “slow”’ classifica- 
tion. If a more adequate or more descriptive term is found 
we will give the matter further consideration. We believe 
our bankers find it useful and the designation in no way indi- 
cates a relaxation of careful supervision or an encourage- 
ment to unsound banking. Furthermore, it permits the ex- 
tension of credit within bounds to borrowers who cannot 
immediately repay but are worthy of credit. 
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Purr A. BENSON, First Vice-president, American Bank- 
ers Association, before the OREGON BANKERS ASSOCIATION. 


XPECTATIONS of recovery have not been fulfilled, 
business men are being held up to the public as being 
responsible for the failure of recovery and bankers are 
charged, as we were some years ago, with refusing to make 
loans. Some who make this outcry should know better for 
they are familiar with the banking business and know the 
necessity of making loans in order to produce earnings. 

While we are subject to the above criticism, we are at the 
same time being constantly warned by state supervisory 
authorities not to relax sound lending policies. We all know 
the warnings of the chairman of the Federal Deposit Insur- 
ance Corporation and the attitude of the Comptroller of the 
Currency with regard to loans and investments. These au- 
thorities realize that only sound and liquid banks can render 
adequate banking service. 

Banks everywhere are seeking good loans. They would, in 
fact, prefer a good borrower to a good depositor today. Some 
banks are even advertising for loans. However, no one 
worthy of the name of banker would consider for a moment 
making a loan unless there was every reasonable assurance 
of its being repaid at maturity. 

Without entering into any controversy, I don’t think we 
should let unfair statements pass unchallenged. We surely 


G. Frep BERGER, Treasurer, Norristown-Penn Trust 
Company, Norristown, Pa., before the PENNSYLVANIA 
BANKERS ASSOCIATION. 


a Mortgage Investment Fund Committee (of the 
Pennsylvania Bankers Association) in its consideration 
of the provisions of the act which became a statute on June 
6, 1937, considered first the value of a collective investment 
of mortgages from the point of view of the investment of 
small trusts and the fractional parts of larger trusts. It 
recognized the abuses with which the old mortgage pools 
had been beset and realized that if the value of this form of 
investment was to be retained, a carefully drawn statute 
would be necessary. 

The Pennsylvania Mortgage Investment Fund Act is 
based on a conception of a collective investment of mort- 
gages, with protective limits along the following lines: 

As to assets, investments are limited to installment mort- 
gages with a limit of 5 per cent of the assets of a fund in any 
one mortgage subject to a further maximum limit of $50,000. 
There is also required a 5 per cent reserve in cash, together 
with the installment requirement of the mortgage, which is 
meant to provide liquidity within the fund. 

The liabilities of the funds are limited to participations in 
the amount of $1,000, or 2 per cent of the assets of the fund; 
and this limitation is to provide a spread of risk and to avoid 
embarrassment to the funds somewhat along the line of the 
usual limitation placed on savings bank deposits. 
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Banks Seek Good Loans 


A Mortgage 


should be active in promoting the business of our banks and 
in letting the public understand our position—what we can 
do and what we cannot do. Here is a field of public relations 
that should not be neglected and one to which each bank, in 
its own locality, should address itself. 

Government today has left its proper sphere and has 
moved into the sphere of business in a very substantial way. 
It not only engages in business but it attempts on a large 
scale the regulation and control of the business and economic 
life of the country. The result of this can mean only that the 
judgment of the comparative few who are politically elected 
or appointed is to be substituted for the judgment of the 
many. The result is bound to be destructive of true democ- 
racy and restrictive of the energies of a free people. 

Let us not lose sight of the motives that are prompting the 
demands for change. The enterprise motive has brought to 
America the greatest happiness and the highest standards of 
living of any people on earth. Let us use our energies to see 
that this is not changed and that political power is not sub- 
stituted for our present system. 

It is right and proper that there be reforms, and reforms 
have constantly been taking place during our history. The 
country is not served by having forced upon it novel ideas 
supposed to be reforms but which prevent the proper func- 
tioning of business. We believe that if business is permitted 
to function, prosperity will follow as a natural course. 


Investment 


Withdrawals are permitted in cash, but when cash is not 
available, withdrawal certificates of participation are pro- 
vided. However, when there are withdrawal certificates out- 
standing, then further investment in or by the funds ceases 
until the normal liquidity of the fund functions to retire the 
certificates and to restore the reserves. 

As to income, our reserves provision is made for a semi- 
annual distribution of income to participants after a reserve 
of from % per cent to 1 per cent of outstanding participa- 
tions has been set aside from income, until such reserve 
equals 10 per cent of outstanding participations. The reserve 
is to cover possible asset losses. 

The closing of mortgage funds may either be by voluntary 
action under supervision of the court, or be mandatory when 
10 per cent of the assets of a fund are in default as to taxes, 
interest, appraisals, mortgages which become real estate, 
or for depreciation in securities. The latter provision is made 
for a fraction of the fund in case mortgages are not available. 
The act also provides for the closing of mortgage investment 
funds if 20 per cent of the assets are in default as to principal 
payments. 

Liquidation is provided in the event of closing for any 
reason. Such liquidation must be under court supervision 
and must be either pro-rata, or on a basis satisfactory to the 
court and consistent with local conditions. 

In order that these funds in operation may not be subject 
to taxation as an association, and in order that investments 
by these funds in Title 2 mortgages of the National Housing 
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Act may be available, the committee is working with the 
staff of the Board of Governors of the Federal Reserve 
System to evolve a regulation along the lines of the statute 
in effect in Pennsylvania. 

Actually these funds can now be operated by any bank in 
Pennsylvania and be tax free and eligible for investment in 
mortgages under Title 2 of the N.H.A., provided that the 
participations are limited to $1,200 to any one trust account; 
and, under the Pennsylvania law, no participation in a mort- 
gage investment fund may be granted other than to a trust 
account for which the institution operating the fund is a 
corporate fiduciary. 


The provision under which trust departments may now 
operate mortgage funds limited to $1,200 participations is 
paragraph b of section 17 of Regulation F of the Board of 
Governors of the Federal Reserve System. The committee 
proposes, by this further regulation, to have broadened the 
scope of these participations. 

Fundamentally, however, the act is designed not as the 
beginning and end of an investment policy for trust depart- 
ments, but to provide diversified investment for small trusts 
which, because of their size, cannot be provided with in- 
dividual diversification, and for fractional parts of larger 
trusts which could not otherwise be profitably invested. 


The Country’s Credit Needs 


Jesse H. Jones, Chairman, R.F.C., before the U. S. 
CHAMBER OF COMMERCE. 


HERE is a widespread feeling that credit is not readily 

available at banks on the character of security that many 
businesses have to offer, security that, in the opinion of the 
borrower, would furnish full protection for the lending bank. 

I do not lay the responsibility for this feeling entirely to 
bank management, though I am firmly of the opinion that 
banks generally have not been particularly wise or energetic 
in meeting the credit needs of the country. Otherwise we 
would not have the great number of credit companies, fac- 
toring companies, finance companies, private and govern- 
mental. Upon the whole, the banker has not kept pace with 
changing credit requirements. This is probably due in part to 
bank supervision; these authorities, operating largely as they 
have always operated, and without recognizing the necessity 
for longer time bank credit of a different character, have 
discouraged the banks. 

Time was when practically all business had lines at their 
banks which they relied upon, year in and year out. While 
the notes were usually of short maturities, they were renewed 
from time to time with an occasional clean up. I doubt if 
many of you in business rely heavily upon a bank line today, 
except seasonable borrowing, and you seldom want short- 
time maturities. The attitude of the banker is in part re- 
sponsible for this. He has not resisted the encroachment of 
time credits from other sources, nor has he realized that in 
periods of uncertainty and dull business his borrowers need 
better terms and better treatment than when conditions are 
good. They need to be assured that they will not be embar- 
rassed. A frightened borrower is of little help in any effort to 
overcome depressed conditions. 

Congress has recognized the need for long-time credit, 
both for industry and real estate, and has liberalized our 
banking laws so that banks can meet much of the demand 
and, incidentally, employ some of their loanable funds at a 
profit to themselves. 

It may be we have not gotten over the shock of ’31 and 
32, and entirely too many prefer to lend to the Government 
or to finance companies at low rates, instead of taking rea- 
sonable credit risks, charging extra for the risk, and lending 
on terms that borrowers can afford to accept. 

It is the money borrower who makes business, who hires 
and buys. It is the money borrower who must be encouraged 
before we get back to normal. There has never been a time 
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when we had such abundant credit facilities. They need not 
be recklessly used, but there is no use in having them unless 
they are used. 

I have said on many occasions and repeat here, that if a 
business enterprise needs medium or long-time credit, and 
can give sound value as security for the loan, based upon a 
going country, it is his banker’s responsibility to provide the 
credit, so long as it is within the convenient ability of the 
bank to provide it. 

Loans of this character should have definite amortizations, 
reasonably within the projected ability of the borrower to 
pay, and such loans seldom get in trouble. Excess lines can 
usually be participated in by corresponding banks, this is a 
good way to divide or diversify risks, and we always have the 
Federal Reserve. 

Since the passage by Congress of the Glass Bill, which 
somewhat broadened our scope of lending, we are having a 
great many inquiries for loans of every imaginable character. 
They are not confined to small borrowers. 

Many people believe that the present recession is in part 
due to a lack of credit, and we should not allow that situation 
to continue. To meet whatever legitimate demand there is, 
we are asking banks, every bank in the United States, to 
interview the prospective borrower and take his application. 
If the bank is unable to make the loan for its own account or 
to take any part of it, we are asking it to take the application 
for the RFC. We are doing this for the convenience of bor- 
rowers and to bring the borrower and his banker together. 
From our experience we believe that such contacts will solve 
many problems without coming to the RFC. Many borrow- 
ers need advice about their financial problems, as well as 
credit. 

I recently sent a letter to every bank in the United States 
asking their cooperation in meeting the meritorious credit 
needs of their communities. I have sent a second letter out- 
lining conditions upon which we would participate with 
them in making loans. 

I do not want the banks to make unsound loans, either for 
themselves or for the RFC, neither should we allow people 
to be out of work when a sound loan would give them work. 
Banking is a franchise that carries responsibility, not merely 
a privilege. 

There is a bill now before Congress to have the Govern- 
ment take over the Federal Reserve banks. Whatever the 
outcome, it is a live subject, and if banking is to remain in 
private hands, it must meet the credit needs of the country. 
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In suggesting that banks make time loans, industrial loans, 
real estate loans, etc., I am fortified by the experience of the 
RFC. Our loans generally have been of a character and fre- 
quently on security that banks refuse to make. Yet in six 
years we have authorized more than 9 billion dollars in loans, 
not counting advances to other governmental agencies. Of 
this, $1,782,000,000 was cancelled, the borrowers finding 
they did not need the money or that they could get it else- 
where. Several hundred million dollars is still available to the 
borrowers. Our actual disbursements have been $6,918,000,- 
000, repayments $5,044,000,000, 73 per cent, and we expect 


Wituram McC. Martin, President, Federal Reserve 
Bank of St. Louis, before the AMERICAN INSTITUTE OF 
BANKING CONVENTION. 


HILE in the individual bank and in the larger banking 

field there is no dearth of opportunity to achieve, there 
is a dearth of men prepared to take the opportunity. Good, 
trained men are in demand and while sometimes you may be 
discouraged by the waiting, if you really have trained ability, 
the opportunity is most liable to come, perhaps when you 
are least expecting it. 

Study the day’s work, take advantage of the book training 
afforded by the American Institute of Banking. Do not get 
discouraged but keep from being a machine in your job and 
you will have the satisfaction of knowing that you are 
prepared for the opportunity. The chances are that some 
day when you move up there will be those who say “Isn’t 
he lucky,” but you will know that it was preparation, not 
luck, and you alone perhaps will know how hard and some 
times discouraging the road was. There, of course, is such a 
thing as “pull” but it can not get you far. Because a father 


O. Douc tas, Chairman, Securities and Exchange 
Commission, before the NEw YORK ASSOCIATION OF STOCK 
EXCHANGE Firms. 


N the past there has been general regard on the part of 
brokers for high standards in the conduct of their business 
and this has given protection to customers. By and large 
there have not been many losses to customers resulting from 
causes of the brokers’ own making. The record of your Ex- 
change is exceptionally good on this score. But there have 
been some cases where these high standards have not been 
followed. Overspeculation and other forms of excessive 
commitments in securities by a brokerage firm or its part- 
ners have involved unjustifiable risks to the customers and 
in some cases actual losses. The shades of a recent example 
of such disregard of the customer’s property still haunt 
financial districts. And other cases of insolvency or pecula- 
tion have from time to time revealed potential weaknesses 
in the present system. Thus, there still remains a problem of 


94 


Patent of Nobility 


A Brokers’ Trust Company 


to make no ultimate net loss. We believe our earnings wil] 
cover such individual losses as will necessarily occur in so 
large an operation. 

You ask if, in my opinion, the RFC or some similar Gov. 
ernment lending agency will be necessary after the expiration 
of our present lending authority, which is June 30, 1939. My 
reply to that is that I am afraid so, although our demand 
had fallen off to such an extent that the President directed us 
to quit lending last October. 

It is our purpose to withdraw from the lending field as 
soon as our services are not needed. 


or an uncle owns a block of stock in a bank you may get a 
position as vice president, but unless you are prepared and 
capable you will just remain a show-place vice president and 
the man who is prepared, who had no “pull,”’ having trav- 
eled along the hard road, will jump the show man and have 
an active part in running the bank. If the business starts 
falling off and they have to cut down on expenses, the other 
man’s chair is liable to be vacant. The prepared man’s place 
will continue to be occupied. 

Our forefathers understood that the individual, irrespec- 
tive of birth, should have every opportunity to achieve. 
Such a government is our birthright and we must be careful 
to safeguard it. We should never let a taint from the caldron 
of European unrest polute the air of our democracy. 

We must preserve our heritage. We must uphold such 
achievement for betterment as the American Institute of 
Banking. Through it we are given an opportunity to accom- 
plish results in banking. 

Under such a government and by hard work, each of us 
has the chance to win a patent of nobility, for in this modern 
world the only real patent of nobility is achievement. 


the utmost importance to the public as a whole and we feel, 
as we know you do, that an attempt must be made to find 
the answer. 

How desirable it would be to achieve a greater measure of 
security for the customer’s property. How simple, from the 
brokers’ point of view, it would be if brokers were relieved of 
worry over the mechanical operations of handling securities 
or funds, over performing these banking functions or over 
the difficulties and responsibilities of custodianship. I should 
like to offer a suggestion, and it is no more than that, for 
reaching at least a partial solution to these problems. 

I may say that this suggestion is not an original one with 
us. It emanates from the brokerage business itself. It was 
suggested at least as long ago as 1932 by some of your own 
members. It comes down to this—the establishment of an 
institution in the nature of a trust company to be formed for 
the purpose of taking over the functions of banking, clearing 
of securities and the custodial duties of all members of the 
Exchange. As I recall, this was originally suggested as an 
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economy measure. Changing events indicate that today it 
has acquired additional merit by reason of the real assurance 
and protection which it would appear to afford customers. 

The suggestion contemplates the formation of a trust 
institution under state law whose functions would be con- 
fined solely to acting in a fiduciary relationship as agent for 
both brokers and customers. It would not operate for its own 
account, nor would it engage in a commercial banking busi- 
ness. The usual functions with respect to purchases and sales 
of securities would be carried on by brokers just as is the 
case today. But brokers who had the benefit of the services 
of this institution would be relieved of many of their present 
functions. 

For instance, the trust company would act as cashier for 
brokers, receive from and make payments to customers for 
securities bought or sold, transfer, receive and deliver cus- 
tomers’ securities upon instructions of the brokers, and as 
respects margin transactions act for brokers not only in rela- 


tion to their customers but in relation to the banks as well. 
Clearances could be readily and conveniently handled. 

An institution along these lines would of course reduce 
the number of operations involved in the securities business 
and should effect substantial economies for the brokers. But 
more important should be its service to investors and to the 
public generally in reducing or eliminating the risks at 
present involved in the performance by brokers of quasi- 
banking and custodial functions—the holding and com- 
mingling of the funds and securities of their customers. 

From another viewpoint such a measure should also an- 
swer many of the administrative problems of the Commis- 
sion as well as of the Exchange. It would simplify the task 
of making inspections of the margin accounts of our far- 
flung brokerage community and also from many of the other 
details which are the necessary incidents either of enforce- 
ment or self-regulation. Certainly, when considered in this 
connection, this suggestion has great appeal for us. 


The Human Factor in Planned Economy 


HERBERT HEATON, Professor of Economic History, Uni- 
versity of Minnesota, before the SourH Dakota BANKERS 
ASSOCIATION. 


the shocks and disturbances of the post-war 
world we have tried to provide national, and even inter- 
national safeguards. In every land there is now central bank- 
ing machinery to control the volume of currency and credit, 
to apply brakes when the speed threatens to become too 
great and to give business a stimulant when it suffers from 
anaemia or languor. Some of us hoped that the Bank for 
International Settlements, set up in 1929, might become a 
super-central bank, a great coordinator of the world’s credit 
policies; but it was born too late to have a chance of getting 
into its stride before tragedy descended on us. 

Since the crash did come, new currency and credit control 
machines and policies have been adopted by most govern- 
ments. Our own looks complete, for it includes the control of 
margin trading, the sterilization of gold, the increase in 
legal reserve requirements, and the wide powers of the 
Federal Reserve System. Almost every government has 
adopted the idea of injecting purchasing power into the com- 
munity in dull times or of withdrawing it in overbusy days. 

Unfortunately, we can control some things, but not all. 
Governments may be acting wisely in their control of others, 
but they are acting foolishly, from the economic angle, in 
their own policies, or they are forced by circumstances to do 
things which will be harmful in the end. Our own failure to 
balance the budget is one instance; the vast armament ex- 
penditure in most other countries is fraught with economic 
disaster even if it avoids war, for the concentration of spend- 


ing on certain industries is leading to overexpansion in those 
fields, and when the demand stops those occupations will be 
prostrated. 

In the second place, national control of credit and prices 
may be broken down by international influences. Outside 
demands for materials caused the boom of late 1936 and 
early 1937; nothing that America did could have prevented 
that uprush of prices, that worldwide wave of speculation, 
and the consequent present depression. What we do af- 
fects the rest of the world, and what the rest of the world 
does affects us. 

Finally, currency and credit controls cannot control non- 
monetary influences on business conditions. If for political 
or economic reasons people want a lot of goods, they will 
find ways to get them. If war needs arise, they will be met 
regardless of economic effects. If the weather is good, orbad, 
all our plans for controlling primary production break down. 
And so long as individuals are urged by the hope of profit to 
produce, buy, sell, speculate, and generally gamble on the 
future, no amount of control can be completely effective. 
We can try to design the most perfectly controlled auto- 
mobile; but a broken brake rod, a defective oil gauge, a 
broken bottle on the highway, an unexpected turn of the 
road, a sudden steep hill, or a drunken driver coming the 
other way may render all our controls useless to prevent a 
runaway or a smash-up. 

The best policy is not to expect perfection, but to strive 
for it. And for the individual banker, that means an effort 
to be cautious and bearish when others are bullish, but to be 
optimistic and smiling when all around are singing “‘ The Last 
Round-up” or the “St. Louis Blues.” 


Know Business Better 


“Our right kind of public relations is no circus act. It is a sustained effort of a business or 
an industry to improve its position with the people with whom it deals, so that it may sell 
more goods. It’s getting to know business better. As Charles Lamb once said: “I dislike that 


man.” “But,” came the reply, ‘“‘ you don’t know him. 


course,”’ was Lamb’s response, 


“T do not know him. If I did, I couldn’t dislike him.”—HENry C. FLower, Jr., Vice-presi- 


dent, J. Walter Thompson Company. 
July 1938 
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Trusts and Taxes 


ROBERTSON GRISWOLD, Vice-president, Maryland Trust 
Company, Baltimore, and President, A.B.A. Trust Division, 
before the Trust Company Section, PENNSYLVANIA BANKERS 
ASSOCIATION. 


ITH the passage of the Revenue Act of 1938, two 
changes vitally affecting corporate fiduciaries have been 
wrought into our tax laws. 

In order to avoid the tax advantage enjoyed by a creator 
of multiple trusts, the administration last year recom- 
mended the elimination of the exemption of $1,000 allowed 
a trustee on the income of a trust, but due largely to the 
efforts of the American Bankers Association sub-committee 
on taxation, the exemption was continued in the Revenue 
Act of 1937 except in the case of the so-called accumulative 
or discretionary trusts. However, with the introduction of 
this year’s tax bill, the Government again attempted to 
eliminate the exemption entirely, and the original draft so 
provided. This was but another example of the present 
tendency of government to impose a vast amount of addi- 
tional labor on innocent taxpayers in order to prevent tax 
avoidance by a very few. 

Fortunately the Revenue Act of 1938 as dGnual'y passed 
did not eliminate entirely the exemption heretofore allowed 
trusts, but it was cut down from $1,000 to $100 in the face 
of vigorous representations on the part of our committee, 
which made every effort to retain the old exemption. While 
a tenth of a loaf is better than no bread, one wonders if the 
additional tax return to the Government will prove to be in 
any way commensurate with the additional burden imposed 
upon trustees. 

The new Act also contains a provision affecting adversely 
the gift tax status of trusts. There has heretofore been al- 


lowed a yearly exclusion of $5,000 on gifts to any one 
individual or trust. Under the new law, beginning with the 
calendar year 1939, this exemption is denied to a gift in trust 
although still permitted to an individual in the reduced 
amount of $4,000. Thus an annual gift of $4,000 to a stranger 
will be exempt while the same gift to a trust for a wife or 
child will be taxable. 

Here again we have an example of the penalizing of trusts 
heretofore legitimately created and with no ulterior tax 
motives in order to catch a few astute individuals who took 
advantage of the wording of the law as it had been prepared 
by the Government itself. It would certainly seem that the 
statute could have been so amended as to give the same 
exemption to gifts in trust as to the same individuals out- 
right without permitting any advantage to trusts over in- 
dividuals and at the same time without the necessity of 
discriminating against trusts. 

As matters now stand, in view of the regulation which 
taxes as a gift the premium payments on life insurance 
policies made irrevocably payable to a third person, the new 
provision will work considerable hardship on the creators of 
life insurance trusts who have reserved no power of revoca- 
tion and who must now pay for the rest of their lives an 
annual gift tax in the event their general exemption of 
$40,000 becomes exhausted. 

The American Bankers Association, through its officers 
and committees, opposed this change in the law and fora 
while it looked as if the amendment would be deleted, but the 
Treasury Department insisted upon the change and was 
successful in attaining its objective. Thus again is our 
attention called to the futility of attempting to set up any 
definite estate-planning picture where the tax feature plays 
an important part in the situation. 


After Five Years 


Wiiuram A. Irwin, Assistant Educational Director, 
American Institute of Banking, before the NEw HAMPSHIRE 
BANKERS ASSOCIATION. 


T is well at the end of five years of the new economics to 

take stock of our achievements under them. What is the 

record as of this date? It can be stated definitely and with 
very little opportunity for successful contradiction. 

i. We have on our hands a depression that appears to be 
very threatening. 

2. We have the worst condition of public finance in our 
history with the possible exception of the burden of the 
World War. 

3. There is before us a perfect demonstration, in the case 
of the 1937 cotton crop, of the apparent futility of attempt- 
ing to control agricultural production. 


4. There is at the present time probably the deepest 
distrust between capital and labor that has existed over the 
past 50 years, with the threat of further disturbance of their 
relations just as soon as business begins to survive. 

5. There has been virtually a complete stoppage of large 
scale investment in the field of public utilities, apparently 
induced by the threat involved in the Government invasion 
of that field. 

6. There is hesitation, uncertainty, and fear in many 
other lines of business, such as the railroad industry. 

7. There is a volume of unemployment that is beginning 
to approach that of the great depression of 1929-33. 

8. The banks of America are bursting with funds that 
business men show no wish to borrow. 

That is the record after five years of the new economics in 
America. It seems to be time to re-examine the new economics. 


Capital Credit 


COnzzz is no theory of capital credit, let alone a mechanism for it, though the Recon- 
struction Finance Corporation is rapidly becoming one by sheer force of circumstances. 
— A. A. BERLE, Assistant Secretary of State. 
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